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the New MK-4Q "air Switch 


A “PREMIUM-BUILT “SWITCH — OUTSTANDING IN 
PERFORMANCE, RELIABILITY AND ECONOMY 


Climaxing 40 years of service to the Industry, Delta-Star takes pleasure in announcing 
this new and truly modern devel nt—in anticipation of requirements of the future, 
Application of the knowledge gained by almost a half century of manufacturing and 
“living with” air break switches, plus continuous research by our engineering staff, mad 
possible a natural evolution in design resulting in the ““MK-40’’. Built into it are featunés 
which make it a worthy successor #9 the popular ““MK-39”’. Installation of these modern 
“Premium-Built” switches will réguil 
loads confronting all Utilities. ‘ 
Available in all standard voltage 
nearest district office. 2 


23-KV. 
600-AMPERE 
“MK-40” 





YOUR SYSTEM DESERVES THE BEST— 
INSIST ON ““MK-40° 








DELTA-STAR win © 
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Barber Burner No. Z-20-MS 


Barber Burner No. U-10-MS 


Something NEW Has Been Added to 


BARBER BURNER SERVICE 


—Unit Assemblies with Safety 
Pilot and 100% Shut-off 


Here's another improvement in our service to you. All individual Barber Burn- 
runits are now made available with complete valve type safety pilot and 100% 
ut-off, all combined, priced and shipped as one assembly. 


Many state regulations now require the total shut-off device (even the pilot 
ame) for all installations using certain types of gas. This new Barber series of 
odels conforms with those regulations. Barber is offering these assemblies, in one 
ackage, on our entire line of single unit appliance burners for every use, and for 
ll types of gas fuel. You will find them easier to order, easier to install, with all 
ontrols properly coordinated. Prices on request. 


Barber makes a full line of all sizes of conversion burners for round or 
square furnaces and boilers. Also a great variety of burner units for 
gas-burning appliances for every purpose. Write for Catalog. 


BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland’ 14, Ohio 


3ARBER BURNERS 
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NORWALK Products are Stocked 
at 12 Factory Branches 


San Francisco Pittsburgh 
Los Angeles Washington 
Minneapolis Philadelphia 
Chicago New York 
Detroit Albany 


Cleveland Boston 


Service Shops in Other Cities *% Factory at South Norwalk 





HEN you need some quality control equipment in a hurry, call 

on your nearest Norwalk Valve branch. There’s a good chance 
that what you want is in stock. These convenient stocks of Norwalk 
products at 12 branches keep your installation crews working with- 
out interruption. 


Quality, workmanship and sound engineering are other good reasons 
why Norwalk leads in gas control equipment. You'll find qualified 
gas men at all 12 branches. 


If your problem has to do with the proper control and regulation 
of gas, let Norwalk give you the benefit of its years of service to the 
Gas industry. We’ve been at it since 1878. 











NORWALK VALVE COMPANY 


South Norwalk, Conn. 


SOLE MANUFACTURERS 
NORWALK CONNELLY 
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E have so many outstanding con- 

tributors to this special issue salut- 
ing the sixteenth annual convention of 
the Edison Electric Institute at Atlantic 
City, June lst to 3rd, that there seems 
little enough space in these editorial pages 
to do more than tell you about them. 
Since we know that many of our readers 
will want to keep this issue for reference, 
we shall accordingly get right down to the 
business of biographical sketches con- 
cerning our contributors. 


EarL QO. SHREVE, president of the 
United States Chamber of Commerce, 
whose article on “Free Enterprise and 
the Utilities” begins on page 731, is a 
man who has traveled a million miles and 
never lacked excitement. Even back at 
the turn of the century when he was a 
South Dakota station agent and telegra- 
pher for the Chicago, Milwaukee & St. 
Paul Railroad, SHREVE was always on 
the go. Graduating as an electrical engi- 
neer from Iowa State College in 1904, 
he was picked up as a likely salesman 
by the General Electric Company and 
sent to San Francisco. He next became 
resident GE agent for Nevada during the 
hectic gold rush days, which mush- 


© Harris & Ewing 
EARL O. SHREVE 
JUNE 3, 1948 
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BRIGADIER GENERAL WADE H. HAYES 


roomed then ghosted the town of Gold- 
field. He became manager of the GE 
office at San Francisco in 1908 and re- 
turned East to head GE’s industrial de- 
partment at Schenectady in 1926. He 
was vice president in charge of GE’s 
customer relations until last month, and 
was elected president of the United 
States Chamber of Commerce in 1947. 


*k * * x 


Kansas lawyer who gained in state 
regulation of corporate securities 

an experience which led to his appoint- 
ment to membership on the Securities 
and Exchange Commission is RICHARD 
B. McEntire, former chairman of the 
Kansas Corporation Commission. His 
article on the industrial benefit of regula- 
tion begins on page 738. MCENTIRE was 


‘born in Topeka, Kansas, thirty-seven 


years ago and has lived in the Sunflower 
state all his life. He was graduated from 
Washburn College in 1934 and was ad- 
mitted to the bar in the same year. He 
first was general counsel, then secretary, 
and later for seven years a member 0 
the Kansas commission, He became its 
chairman in 1944, but resigned from that 


6 
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WASHINGTON 


SERVING CENTRAL EASTERN PENNSYLVANIA 
an ideal place in which to live and work 


Here is Central Eastern Pennsylvania 
... Service area of Pennsylvania Power 
& Light Company . . . one of the most 
promising and well-balanced industrial- 
agricultural locations in the nation. 
With 770 communities, ranging from 100 
to 100,000 population, this 9300-square 
mile area offers the many advantages of 
clean, open, smaller-town living. At 
the same time it is the heart of one of 


the nation’s greatest markets . .. for 
within 200 miles are nearly 50,000,000 
people, most of the East’s major 
cities and three major ports for 
foreign trade. Here is an advanta- 
geous location for new industry ...a 
fact well substantiated in that 458 new 
industries have been located here since 
V-J Day. 


PENNSYLVANIA POWER & LIGHT COMPANY 





8 PAGES WITH THE EDITORS (Continued) 


post when Jeff A. Robertson, who had 
left the chairmanship to serve in the 
armed forces, returned and became avail- 
able to resume the chairmanship. 


ee RS 


refer to BRIGADIER GENERAL 
Wave H. Hayes (whose article on 
British socialization begins on page 746) 
as a “Yank,” the fact is that he was born 
of southern ancestry in Norfolk, Vir- 
ginia, in 1879, and attended Norfolk 
Academy and Columbia University. Af- 
ter some years’ experience as a journalist 
with the old New York Tribune, he set 
up his own investment firm of Hayes & 
Lord in 1914, and became vice president 
of Chase Securities Corporation and sub- 
sequently chairman of the Edmundsons 
Electricity Corporation, Ltd., and various 
other affiliated electric companies in 
Great Britain which have come under the 
aegis of the British nationalization act. 
His military title stems from his service 
with the AEF in World War I when he 
served on General Pershing’s staff, retir- 
ing with the rank of Brigadier General. 


_— British friends sometimes 


* * * * 


Durcect L, Sirs, president of the 

National Association of Electric 
Companies, entered the utility field .in 
1916 from the investment firm of Lee, 
Higginson & Company, joining the North 
American Light & Power Company, In 


* 


B. C. TAYLOR 
JUNE 3, 1948 


PURCELL L, SMITH 


1923 he became associated with the IIli- 
nois Power & Light Company where he 
rose to the position of treasurer and vice 
president. In 1929 he joined the National 
City Company of New York as manager 
of the public utility department and sub- 
sequently became assistant vice presi- 
dent, a position he held until 1934 when 
he returned to Chicago as vice president 
in charge of finances of the Common- 
wealth Edison Company. Mr. Siti 
became president of the Middle West 
Corporation December 1, 1937, the posi- 
tion he resigned to become president of 
the National Association of Electric 
Companies when organized in 1945. 


* kK * * 


C. Taytor, author of the article 
eon negotiated financing, has been 
vice president and director of the Day- 
ton Power & Light Company since 1938. 
He was born and educated in Dayton, 
Ohio. He joined Dayton Power & Light 
in 1911 as a messenger and worked 
up successively through the bookkeeping 
and auditing departments, unti! in 1930 
he was made assistant treasurer, and 
treasurer in 1937, 


THE next number of this magazine 
will be out June 17th. 


Ine Solélenre- 
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When Sound has been 


Deadened... 
by Sine Design 


as on the Remington Noiseless Typewriter, office costs 
can be reduced appreciably. 


Actual tests have shown that a condition of Quiet in an 
office can increase the typewritten production of typists 
and secretaries by as much as 30%. 


And Quiet is only one of the many extra values of the 
Remington Noiseless. Sharp, evenly matched typescript 
and clear carbon copies are results of its pressure print- 
ing mechanism — unique in the business machines field. 


Standard equipment on the Remington Noiseless are 
the Page Endicator, which flashes a red warning signal 
as the typist approaches the end of a page, and the 
Removable Platen, which allows quick substitution of 
other platen grades for special application. There is a 
keyboard available for every need, too. Keyboard No. 
1584, Electrical Engineering, is only one of several that 
are particularly fitted to the needs of the Utilities field. 


The “heart” of the Remington Noise! ess Typewriter is 
its Simplified Speed Typebar (diagram of which is shown 
above). Operating on a Pressure Printing Principle— 


similar to that on which the printing press is based— 
the Speed Typebar travels only 1% inches as opposed to 
the 5-inch travel of standard typebars. A tap of the op- 
erator’s finger on the keytop starts the action of the 
Speed Typebar to the printing point. The actual printing 
is accomplished by a momentum accumulator at the rear 
of the typebar mechanism which presses the type sound- 
lessly against the paper. A 4-ounce touch on a key de- 
livers a 35-pound pressure at the platen—a tremendous 
saving in energy for the typist. 

Call your nearby Remington Rand Representative for 
a Remington Noiseless “Plus Values—Proof Test” right 
in your own office. You will have an opportunity to see 
the Noiseless Typewriter perform under any conditions 
you specify. 
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A WELL-ROUNDED EMPLOYEE INFORMATION 
PROGRAM 


Probably the greatest need Sf American business generally 
is a better popular understanding of just what it has accomplished 
and can accomplish under proper conditions. The dissemination 
of such information in effective form can well begin with a 
company's own.employees. R. K. Lane, president, Public Service 
Company of Oklahoma, gives us a down-to-earth description of 
a practical program for giving balanced information to the 
employee. 


TOO LITTLE FOR TOO MANY 


The radio spectrum has often been compared with a pie. So 
many varied interests are competing with one another for a 
piece of this pie that if all applications for radio frequencies were 
granted, the result would be a disorderly mess of crumbs. Bernard 
C. Burden, nationally known telephone engineer, examines this 
problem of conserving the use of radio frequencies assigned for 
mobile radiotelephone operations in a thought-provoking article 
entitled "Too Little for Too Many." 


tenn’ ‘ 
THE PROBLEM OF CHOOSING ABLE EXECUTIVES 


Aptitude, psychological, and other tests for choosing new 
employees have long become standard practice with a good 
many large business organizations. But it is a comparatively new 
angle to use such procedure in the selection of executives. 
Nevertheless, such a routine has been developed along psycho- 
logical lines by Burleigh B. Gardner, professor at the School of 
Business Administration, University of Chicago. He tells us all 
about it in his article, entitled "The Problem of Choosing Able 
Executives." 


WHERE RADIO STOPS FALLING HAIR 


Here is an interesting explanation of the problems of dispatch- 
ing electric power from place to place to take care of recurring 
emergencies. James H. Collins, professional writer and editor 
of business articles, has made a special study, from a human 
interest angle, of the part which radio communications technique 
is coming to play in current handling of power load dispatching 
problems. 





A | SO .. . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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AN ALL-TIME “HIGH” IN 
INDUSTRIAL EXPANSION 
IN THE INTERMOUNTAIN AREA 


Utah and contiguous territory served by us 
rapidly becoming more and more a land of 
portunity. Industrial progress is on the march 
a greater extent than ever before. 

Now under construction are new oil refin- 
ies, structural steel fabricating plants, copper 
nery, increased facilities for mining high 
de phosphate ore, metal mining and coal 


mining; and many other miscellaneous new 
developments. These in addition to already 
established industrial operations of considerable 
magnitude. 

Low-cost and dependable electric service has 
been and will continue to be a tremendously 
important factor in the intermountain west’s 
march of progress. 


UTAH POWER & LIGHT CO, 





CE Ceca 


“There never was in the world two opinions alike.” 


Friepricn A. Lutz 
Professor, Princeton University. 


Rospert A, MILLIKAN 
Dean of American scientists. 


T. ALAN GOLDSBOROUGH 
Associate Justice, United States 
District Court for the District of 

Columbia. 


Joun H. Van DeEvENTER 
Director of information, Committee 
for Economic Development. 


Russet C. LEFFINGWELL 
Chairman, J. P. Morgan & 
Company. 


L. E. OsBorne 
Vice president, Westinghouse 
Electric Corporation. 


SHERWIN C. BADGER 
Second vice president, New Eng- 
land Mutual Life Insurance 
Company. 


Davin SARNOFF 
Chairman, Radio Corporation of 


America. 


CuarLes ALLEN THOMAS 
Executive vice president, Monsanto 
Chemical Company. 


James D. Mooney 
President, Willys-Overland 
Motors. 


JUNE 3, 1948 


—MONTAIGNE 





““A rise in the general level of interest rates is the 
only safe method of combating inflation.” 


“As an economical, long-range source of power for the 
power industry this method [atomic energy] is out.” 


* 


“As long as a union is functioning as a union, it must 
be held responsible for the mass action of its members.” 


aa 


“Technological research has given us the means of at- 
taining prosperity, but it has not told us how to retain it.” 


> 


“We must be united as a people. We must be of one 
mind for the recovery and defense of what is left of the 
free world.” 


> 


“Far from being old, our way of doing things is actually 
the only new thing in the economic and political history 
of the world.” 


* 


*«.. management of the public debt [should] work to- 
ward economic stability and not towards either inflation 
or deflation.” 


* 


“(It is] no idle dream to envisage that radio sets of 
the future may take their power from tiny capsules of 
atomic energy.” 


. 
“The nation’s military power as well as its peacetime 
leadership among nations now rests primarily upon its 
technological strength.” 


* 
“There is no use talking seriously about European or ~ 


world recovery unless we are ready to step up to a return 
of honest money. Honest money means that we must | 
abandon the Keynesian theories, the so-called managed — 


currencies, and pegged and dishonest rates for the inter- 
national exchange of currencies and gold.” 


12 
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Pittsburgh Seam 
Eastern Ohio Western Penna. 


Consol Bituminous Coals meet every need of the public utility industry. 
They've been widely acclaimed for years for their uniform high quality 
which results in unexcelled performance and economy. 
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KOPPERS BUILDING, PITTSBURGH, PA 
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14 REMARKABLE REMARKS—( Continued) 


A. D. H. Kaptan 
Member, Brookings Institution. 


RAYMOND MOLEYy 
Columnist. 


WALLACE CLARK 


Consulting management engineer, 


Automotive & Aviation Parts 
Manufacturers, Inc. 


EpiToriAL STATEMENT 
Chicago Journal of Commerce. 


C. G. Frantz 
President, Apex Electrical 
Manufacturing Company. 


Harry S. TRUMAN 
President of the United States. 


BenjJAMIN H. Nam 
Director, National Retail Dry 
Goods Association. 


Wizpur J. Brons 
Columnist. 


Pau. M, HERzoc 
Chairman, National Labor 
Relations Board. 
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“On the whole, big business in our generation has 
operated on the basis of live and let live in its relations 
with ‘smaller competitors, as well as with suppliers and 
dealers.” 


> 


“ .. with a fair break from Mother Nature, our old 
friends, supply and demand, free prices, and free enter- — 
prise, are much better regulators than are our friends, ~ 
the New Dealers.” 


¥ 


. accelerated introduction of improved machines and 
processes has brought tremendous increases in workers’ 
productivity made possible by management’s technical 
brains and capital investment.” 


* 


“Although in theory a railroad is a ‘natural monopoly,’ 
which must compensate for its advantage by ‘serving the 
public interest’ even at a loss, it is unfair to carry this 
philosophy to the point of penalizing the lines far te: 
other private businesses.” 


> 


“Vast sums are spent to support the accepted principle 
that, ‘The customer is always right,’ as fundamental to a 
business. Why, then, is this same principle not firmly es- 
tablished to guide every detail of the transactions among 
all personnel within a company ?” 


. 


“We must continue to erect multiple-purpose dams on 
our great rivers—not only to reclaim land, but also to 
prevent floods, to extend our inland waterways, and to 
provide hydroelectric power, This public power must not 
be monopolized for private gain.” 


* 


“Millions of people have become prejudiced against 
private enterprise, largely as the result of propaganda, 
statistical distortions, and government ‘name calling.’ The 
result has been to develop a kind of economic color blind- 
ness among millions of our citizens.” 


* 


“The individual may believe what he likes about TVA 
in principle. He may see in the authority’s total activities 
the human values our liberal friends talk about so fondly. 
But if he believes that TVA is a legitimate measure of 
what private capital can do, he believes nonsense.” 


od 


“The more government does, the less room will be left 
for industry and labor to solve their own problems. But 
unless they move toward wise solutions themselves while 
time still remains, they will find their fellow citizens calling 
upon government to fill the void. Once it has done so, it 
will not be easy to dislodge.” 
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ew York, Buffalo, New Hampshire and 


Laying 138,000 volt cable underground, linking Con Edi- 
son’s new Jamaica switching station with the Long Island 
Lighting Company’s Valley Stream substation. This makes 
it possible for either system to call on the other for as 
much as 40,000 kilowatts in an emergency. 


Montauk now have 


exactly the same 
electric time... 


Con Edison’s latest interconnection 
links up Power Systems extending 
from Niagara Falls, through part 
of New England, to Montauk, the 
outermost tip of Long Island, pro- 
viding reserves of exchangeable, 
synchronized power for the mil- 
lions of people living in this vast 
area. 

During the next four years Con- 
solidated Edison alone is spending 
$280,000,000 on plant expansion 
and improvements to keep ahead 
of the growing demand for elec- 
tricity, gas and steam in the terri- 


tory it serves. 


“GREATER NEW YORK 
IS GROWING GREATER” 
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recent 


C-E steam generating units 


for utilities 
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KANSAS CITY POWER & LIGHT COMPANY 


The C-E Unit illustrated here is now under construction at the 
Grand Avenue Station of the Kansas City Power & Light Company, 
Kansas City, Missouri. When completed, this will be the seventh 
CE Steam Generating Unit in this station. 

This latest unit is designed to produce, at maximum continuous 
capacity, 375,000 Ib steam per hr at 650 psi and a total temperature 
of 950 F. 

It is of the 3-drum type with 2-stage superheater. The furnace is 
fully water cooled, using closely spaced plain tubes on all walls and 
finned tubes in the roof area; it is of the continuous slagging bottom 
type. A regenerative type air heater follows the boiler surface. 

Pulverized coal firing is employed, using C-E Raymond Bow! Mills 


and C-E Tangential Burners. B125A 


COMBUSTION ENGINEERING 


200 MADISON AVENUE e NEW YORK 16, N. Y 


C-E PRODUCTS INCLUDE ALL TYPES OF BOILERS, FUR- 
NACES, PULVERIZED FUEL SYSTEMS AND STOKERS; 
ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 
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MERCOID AUTOMATIC CONTROLS HAVE 
WHAT EXPERIENCED ENGINEERS WANT 


1. ASSURE POSITIVE SAFETY—the prime purpose of a control. 


2. BUILT FOR YEARS OF DEPENDABLE PERFORMANCE—an economical feature. ; 


3. SIMPLIFIED FOR EASE OF INSTALLATION—appreciated by the trade. 


4. CONVENIENT FACILITIES FOR MAKING UNDERSTANDABLE ADJUST-° 


MENTS - no time /ost in calculating or guesswork. 


5. THE ONLY 100% MERCURY SWITCH EQUIPPED CONTROL LINE—a// “makes” ' 


and "‘breaks”’ in the electrical circuit are hermetically sealed, therefore immune to dust, 


dirt corrosion, open arcing, pitting, or sticking of contacts—common causes of contact - 
trouble. Mercoid switches provide an electrical contact that will give millions of perfect * 


operations over a long period of time. 


If you have a control problem involving the automatic 
control of pressure, temperature, liquid level, mechan- 
ical operations, etc., it will pay you to consult 
Mercoid's engineering staff—always at your service. 


Catalog sent upon request 
THE MERCOID CORPORATION, 4201 BELMONT AVENUE, CHICAGO 41, ILLINOIS 
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Lone IsLAND— 
LABORATORY 
—or THE NATION 





Whether it's airplanes, atoms or zoology—almost anything from 
A to Z—you'll find scientists working in laboratories on Long 
Island studying how and why things happen. 


But these laboratories didn't just happen on Long Island. They're 
located there for a good reason. Along the Sunrise Trail is pro- 
vided the right atmosphere for precise, reliable experimentation 
—where thinking is clearer, living is happier and healthier and 
the even tempo of business routine is less wearing. In this con- 
genial suburban area of home owners, there is ample opportunity 


for concentration on research. 


We are preparing a brochure telling about many of the labora- 
tories located on Long Island and what they are doing. We think 
you will find it quite interesting. Send us your name and address 
and we will be glad to mail you a copy. 


ADDRESS: BUSINESS DEVELOPMENT DEPARTMENT 


LONG ISLAND LIGHTING COMPANY 


MINEOLA, N. Y. 




















FOR POWER PLANTS—B&W, Open-Pass, Radiant, Integral-Furnace, Cross-Drum, Stirling and Waste-Heat Stationary 
Cooled Furnaces . . . Oil, Gas & Multifuel Burners . . . Chain-Grate Stokers . . . Stacks and Breechings . . . Seamless 
Refractories . . . Chemical Recovery Units... Alloy Castings. OTHER B&W PRODUCTS — Marine Boilers .. 
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inree B&W Radiant Boiless for this station will generate 930,000 Ib. of steam per hr. each at 
psiand 1050F. A seléater on each unit is proportioned to raise the temperature of 840,000 Ib. 
»per ht. from 650F to 1000F at 390 psi. High pressure and reheating will make possible the 
ion of a kwhr. with several per cent less coal than a straight regenerative cycle. 
Helping central stations to get the lowest power cost with whatever fuels are available at any 
isan old story with B&W. It will pay you, too, to call on this long B&W experience on any 
involving high-temperature steam generation. 
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CAN YOU BENEFIT 
FROM THESE SPECIALIZED 


Public Utility 


BANKING SERVICES? 


Y “SPECIALIZED” banking services we 

mean simply this. Irving Trust has a separ- 
ate Public Utilities Department. It is staffed with 
men whose practical experience qualifies them for 
service to the utility industry. 

The sole function of this department is to help 
utilities with their particular financial problems 
and assist them in formulating their programs. 

Through this Department, of course, you have 
the benefit of the advice and counsel of the bank’s 
experienced officers—and, needless to say, access 
to all the deposit, loan and corporate agency 
facilities of a large commercial bank. 


TOM P. WALKER 


is our Vice President in charge of this Department. 
Prominent in the top management of utility com- 
panies for over thirty years, he is thoroughly Souler 
with all phases of the industry. 


1 oid “Amus6T 


NEW YORK 


Capital Funds over $114,000,000 
Total Resources over $1,100,000,000 
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BUSIER 
and BUSIER... 


Industry is busier than ever before, and so are we at 
Detroit Edison. Each week more homes and shops are 
going up...farms are modernizing. All are using more 
and more electricity. 


After the war, a rising demand for electricity was met 
with a new 75,000 kilowatt generator in 1947—the 


biggest volume year in our history. And now The 
Detroit Edison Company is embarking on a $100,- 
000,00C expansion program to assure plenty of 
dependable Edison power for the years to come. 


Yes, we're al] busy these days. More power... more 
prosperity to Southeastern Michigan. 


THE DETROIT 
EDISON COMPANY 
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You can save 50% | 
on reports like this one... 


> 


This typical analysis sheet 
gives a utility a quick, ac- 
curate picture of customer 
usage situation. 


The report was prepared 
on specially designed equip- 
ment. This service, which 
is available to you, com- 
pletes work such as this in 
half the usual time—and at 
50% of the usual cost! 





PEOPLES UTILITY COMPANY 
BILL ANALYSIS - Residential 
PERIOD - Year 1946 RATE - R-1 
CUMULATIVE 
No.Bills in Kw.Ere. 
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... When the work is done 
on this bill frequency analyzer! 





This ingenious tabulator clas- 
sifies and accumulates in as 
many as 300 different regis- 
ters—and in one step! 


A battery of these Bill Fre- 
quency Analyzers is in con- 
stant operation serving many 
utilities throughout America. 


You will find that these 
machines—operated by com- 
petent personnel, can provide 
you with accurate and speedy 
analyses. No clerical work is 
required in your offices. Get 
the interesting facts: 


Send for illustrated, free bookiet—"The One-Step Method of Bill Analysis.” 


RECORDING AND STATISTICAL CORPORATION 


102 Maiden Lane 


New York 5, N. Yew 
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JOHNNY CAPACITOR’S KILOVAR 


ECONOMICS 


GENERATING KILOVARS 
AT THE LOAD FREES CIRCUITS 
FOR PROFITABLE KW 





JOHNNY SAYS: “If your peak load is at 80 per cent power fac- 
tor, you can often increase your system capacity—from generator 


to distribution transformer—almost 20 


4 by installing capaci- 


tors near loads. You can do it in a matier of weeks—to meet 
today’s pressing needs. You will lower your total investment per 
kilowatt of capacity—to help meet tomorrow’s problems. 


If you are facing a load growth, or need ad- 
ditional capacity, it is timely to review your 
load, present and anticipated, in terms of 
demand for kilowatts, and separately, demand 


for kilovars. 


Valuable additional kilowatt capacity can 
often be gained by supplying your éélovar 
demand at or near loads—freeing your distri- 
bution, transformer, transmission and gener- 
ating facilities for the delivery of more 
payload. 

Capacitors are available on quick delivery. 
Their installed cost is about $10 per kvar. 
Compare this with the time and cost of getting 
additional capacity any other way! 


A General Electric representative will be 
glad to work with you in determining what 
proportion of your new capacity can be eco- 
nomically provided by capacitors. Apparatus 
Dept., General Electric, Schenectady 5, N. Y. 


Here is the dollar and cents side of Capacitors 
When kilovars are supplied by capacitors at 
or near the load, from 2 to 6 per cent of the 
system investment is chargeable to this non- 
revenue-producing load. When kilovars are 
generated at the central stations, and supplied 
over a system designed primarily to deliver 
kilowatts, 20 to 25* per cent of the total 
investment is tied up. 

*For systems operating at about 80 per cent power factor. 


GENERAL $6) ELECTRIC 
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45 Gal. Table Top THAT ASSURE 


9 — SATISFACTION 


"SCOTS GUARDSMAN”" device keeps cold water at bottom 


mE 


80 Gal. Round of tank. Eliminates ‘‘cold spots,” increases life of heating } 
elements and thermostats. 
——- MAGNESIUM ANODIC PROTECTOROD*— Prevents corro- 


sioh. Assures years of clear, rust-free water. 

CHROMALOX IMMERSION-TYPE HEATING UNIT—Quick- 
acting. Trouble-free. Long-lived. Economical. 

FAST RECOVERY—'‘Recovery”’ is the engineer's name for fast 
heating! Heats as much as 50 gallons per hour! 

ZINC-LINED TANK—Does not crack or chip from heat-expan- 
sion or cold-contraction. Heavily coated, inside and out, for 
lasting protection. Tank all-welded, hot dipped. Extra heavy- 
gauge. 

FIBERGLAS INSULATION—3” thick blanket surrounds sides; 
6” to 12” on top, 3” on bottom. Keeps heat IN. Keeps 
costs DOWN 

NINE DIFFERENT MODELS to choose from—the largest ca- 
pacity Table Top model, 45 gallons, plus eight round models 
in capacities ranging from 10 to 100 gallons. 

BEAUTY THAT LASTS—Each Presteline automatic water heater 
gets 27 coats of baked enamel. 


10 and 15 gallon models 
plug into 110 volt circuit 
7 doctors’ and ELECTRIC RANGES AND WATER HEATERS 
Products of PRESSED STEEL CAR COMPANY, INC. 
Since 1899 Makers af Fine Steel Products 


Domestic Appliance Division, 666 Lake Shore Drive, Chicago 11, Illinois 
*T M U S Pat. Off. Applied For 
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®@ Only Presteline offers your customers 
a choice of four different top 
arrangements—including the child- 
protecting Safety Top shown here. 


®@ Only Presteline offers the largest oven 
of any nationally-advertised electric 
range. Saves time and work by 
cooking larger meals in one operation. 


®@ Only Presteline has the Broil-R-Roaster 
with 3-position rack for all-over heat 
penetration that assures perfectly 
roasted and broiled meats. 


®@ Only Presteline gives a storage 
compartment so large—plenty of room 


heo 








for all the pots and pans a housewife 
uses in meal preparation. Plus 
handy rack for other kitchen tools. 


@ Only Presteline offers Automatic Presto 
Deepwell-Pressure Cooker and 
Wel-Com-Up that provides fourth 
surface cooking unit. Optional. 


@ Only Presteline combines so many 
wanted features, such as automatic 
cooking at 3 points, 7-speed ThermOrod* 
surface units, push-button oven 
pre-heating, super-speed oven 
elements, all-welded wrap-around steel 
construction. 


ELECTRIC RANGES AND WATER HEATERS 
Products of PRESSED STEEL CAR COMPANY, INC., Since 1899 Makers of Fine Stee! Products 
Domestic Appliance Division, 666 Lake Shore Drive, Chicago 11, Illinois 


#T. M. Reg. U. S, Pat. Off. Applied For 
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FLORIDA 


There’s Golden Opportunity in 
Florida’s Golden Sunshine... In 
between par-fours and tackle- 
busters, take a quick look at 
the advantages Florida offers 
to new businesses... 





REDDY KiLowarr 
Your Electric Servant 








% Ideal living-working conditions 
%+ Skilled, contented employees 
%+ Unequalled recreation facilities 
x Favorable Tax Structure 
% Intelligent local cooperation 

. *% Important market potentials 
Si, *% Superior transportation 
% Ample raw materials 


ft 2. é 3S 4.” tes 
FLORIDA roger COMPANY Plenty of “A-1” plant sites 
—— % Dependable electric power 








MIAMI, FLORIDA 


4 
Yu VA Over 500 manufacturing lants, 10,500 new 
? businesses, were establis in Florida in 
1945-6-7. There’s commercial “breathing space” for 


many more. We will gladly discuss with you the 
many opportunities in this area. Call on us! 








This is ome of a series of advertisements published by Florida Power & Light Company 
in the interest of Helping Build Florida. 
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Isn’t it about time 


to get on with it 


as a common sense means of Fuel Conservation? 


The ability of the United States to assure its security 
and maintain its position of leadership in the world 
depends ultimately upon its fuel reserves. Misuse of 
these vital resources can mean decline and disaster. 


Nearly 99% of this country’s known fuel reserves 
is in the form of coal. The United States has all the 
coal it needs for many generations to come. The 
reserves of other fuels, however, are being exhausted 
at an alarmingly increasing rate, largely because 
they are being used to do certain jobs which coal 
can do as well or better. 


One of the major causes of this unsound state of 
affairs is the public demand for convenient, “push- 
button” heat that is clean, efficient and labor-free. 
To meet this demand, non-solid fuels are being 
extravagantly misused in ordinary heating in spite 
of the fact that they are urgently needed for other 
essential purposes. Coal, properly used, can provide 
everything the public demands in the way of 
“push-button” heat. 


Central Heating is the solution—using steam or bot 
water distribution from centrally located beat gener- 
ating plants serving entire communities. 


For the vast majority of people in this country space 
heating is by far the most costly of utility services, 
indeed more costly than all other essential utilities 
combined. Certainly, an economic system which has 
been able to provide our communities with water, 
sewers, gas, electricity and telephone service— 
certainly, that same economic system is no less able 
to provide this even more basic service of Central 
Heating at a cost attractive to consumers and at a 
profit equally attractive to investors. 


With a realistic appraisal of our fuel resources in 
the light of conditions which exist in the world 
today, and with the end in view of a better and 
stronger United States of America, secure in a way 
of life made possible by private enterprise fostered 
and bulwarked by governmental institutions— 
isn’t it time to get on with it now? 


the Ric-wil company 


UNION COMMERCE BUILDING 


CLEVELAND, 


oun!:ro 
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Itt The Cure Jor You 








Eastern Maine's diversified recreational 
Facilities plus the comfort of good 
electric service will give added pep and 


vigor to the entire family. 


The 
BANGOR HYDRO-ELECTRIC CO. 


MAIN OFFICES 33 STATE STREET ° BANGOR, MAINE 
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Your dictating time grows shorter 
. «» yielding extra hours for other 
work... when the electronic plus in 
the Edison Electronic Voicewriter lifts 
the pace of both dictation and trans- 
cription. Exclusive Ear-Tuned Jewel- 
Action bars confusing low-frequency 


tones from the transcriber’s ear, 





brings into focus the high-frequency 
tones that make words sharp and 
clear . . . avoiding costly, time- 
wasting errors. No other instrument 
because only Edison has Ear-Tuned 
Jewel-Action. 
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Note What International Trucks Offer 


1. A Truck of the Right Size and Type for Every Job. 
2. Performance -Co- Ordination. 
3. Load-Co-Ordination. 


Yes, International Trucks are profit-makers 
for the three compelling reasons listed above. 


They're Performance-Co-Ordinated. That 
means they’re expertly fitted to their jobs. 
And that in turn means rock-bottom operat- 
ing economy and long, trouble-free service. 


They're Load-Co-Ordinated. And that means 
an expert recommendation from your Inter- 
national Dealer or Branch about the exact 
amount of payload most profitable for your 
trucks on your jobs. 


International Load-Co-Ordination is based 
on the International Truck Point Rating Sys- 
tem—exclusive with International—and a sci- 
entific system—(Note that!)—not guess work. 


So no matter what your truck problem, 
see your International Dealer or Branch— 
for trucks of the right sizes and types, ex- 
pertly Performance-Co-Ordinated and Load- 
Co-Ordinated to your jobs. 


Motor Truck Division a 
INTERNATIONAL HARVESTER COMPANY Fe 
180 N. Michigan Ave. Chicago 1, Il. 


Tune in James Melton on “Harvest of Stars!” CBS, Wednesdays 


INTERNATIONAL 


aRNATOND 
Ad 4&8) 
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A New Name for a PUBLIC SERVICE 


With the approval of its stockholders, 
the name of Columbia Gas & Electric Corporation 
has been changed to 


THE COLUMBIA 
GAS SYSTEM, INC. 


Since the Corporation divested itself 
of its electrical properties under the 
provisions of the Public Utility 
Holding Compaq: Act cm ore industries with natural gas di- 
name becomes more descriptive of rectly through its own distribu- 
the System’s functions in public tion lines, and another 800,000 
service. customers through wholesale 
deliveries to other utilities in 
The Corporation and its operating cities such as Washington, D. C., 
subsidiaries have long been known, Cincinnati and Dayton, Ohio. 
unofficially, as the COLUMBIA yo pe the oe pipe 
‘ tiltom CuDic feet o as 
GAS SYSTEM. Now, with the for- sciahs ine ie ar 
mal approval at the Annual Stock- transmission and distribu- 
holders Meeting on April 29th at tion lines. The System is even 
Wilmington, Delaware, the new cor- 


now preparing to deliver by 
porate title becomes official. 1950 in excess of 300 billion cu- 
* 








COLUMBIA GAS SYSTEM serves 
1,000,000 homes, businesses and 

















a ed 


bic feet of natural gas annually. 
COLUMBIA 


SYSTEM 


* 
* 


THE COLUMBIA GAS SYSTEM, INC. 




















The Manufacturers Light and Heat Company The Ohio Fuel Gas Company United Fuel Gas Company 

Atlantic Seaboard Corporation Amere Gas Utilities Company Virginia Gas Distribution Corporation 

Virginia Gas Transmission Corporation Big Marsh Oil Company Central Kentucky Nature! Gas Company 

Binghamton Gas Works Cumberland and Allegheny Gas Company Eastern Pipe Line Company 

Gettysburg Gas Corporation ‘ Home Gas Company The Keystone Gas Company, Inc. 

Natural Gas Company of West Virginia The Preston Oil Company Union Gasoline & Oil Corporation 
Virginian Gasoline & Oil Company 
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The Snake River Valley 
is on the move .... 


ORE population . . . more in- 

dustries and businesses large 
and small ... more farms ...a 
higher tempo of business life ... 
these things are common to the 
electric industry today. 

For our part, we are engaged in 
the largest program of expansion 
in our history. Last year we in- 
vested $11,000,000 in new facilities, 
and this year the figure will be 
about $14,000,000—a total of over 
$50,000,000 from V-J Day to 1951. 


One new hydro-electric generat- 
ing plant has been finished, and 
four others are under construction 
on the Snake river. Transmission 
and distribution lines, substations 
and other facilities are being added 
rapidly. 

Providing adequate and dependa- 
ble electric power to the Snake 
River Valley is our responsibility, 
and we have measured up to it both 
in times of peace and times of war. 





IDAHO ¥ POWER 


A_CITIZEN WHEREVER IT SERVES 
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in said it would be 


Prettier 








with hedges ... 


... and that’s when we really woke up! 


The round-about course records take in traveling 
through some organizations is almost like an 
old-fashioned maze. Crazy as it seems, planting hedges for 
the maze would at least show up the difficulties. 





But it’s much simpler to call in a Diebold man and 
have him make a survey of your record system 
at no cost to you. He won "t actually recommend hedges! 
But he will give you a complete, unbiased recommendation 
for streamlining, simplifying and ary - up 
your record handling. He cam be unbiased, because 
Diebold makes all fowr types of record equipment. 
He is a specialist in properly fitting equipment 
facilities to job requirements. Take advantage of this 
Diebold service. Look up Diebold in your phone book, 
or write—Diebold, Inc., 1583 Fifth St., $S.W., Canton 2, Ohio. 


Multi-Flex Rack with Flex -Site 


Diebold Sy i eee 


without 
"ee ae taome random posting and refer- 
. accommodates work 


dis- 


fs) ie vigzate miler M ae upwards of 10,000. ¥ visible 





pce ge in certain form sizes. 


MICROFILM © ROTARY, VERTICAL AND VISIBLE FILING EQUIPMENT + SAFES, CHESTS AND VAULT DOORS + BANK VAULT EQUIPMENT + BURGLAR ALARMS 
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Ce Chicago Showroom: MERCHANDISE MART, ROOM 1419A, CHICAGO 54, I 


GREETINGS 


AND 


BEST WISHES FoR A SUCCESSFUL CONVENTION 
To THE MEMBERS OF THE 
EDISON ELECTRIC INSTITUTE 


7 


You Are Cordially Invited To Visit The 


FARBERWARE DIsPLAY 


BOOTHS NOS. 407, 409, 411 


at the 


NATIONAL HOUSEWARES AND APPLIANCE SHOW 


ATLANTIC CiTy AUDITORIUM, ATLANTIC CITY 


Taking Place 
MAY 30 THROUGH JUNE 4, 1948 


Cordially yours, 


S. W. FARBER INC. 


hehe Facbe— 


PRESIDENT 
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2 JUNE 3 





{ Edison Electric Institute ends annual convention, Atlantic City, N. J., 1948. 





| Midwest Industrial Gas Council ends meeting, Aurora, Ill., 1948. 
Third Annual Short Course in Gas Technology ends, Kingsville, Tex., 1948. 





California er ge Telephone Association begins annual convention, Los Angeles, 
Cal., June 17, 18, 





| Communications Workers of America begins national convention, Spokane, Wash., 





| American Institute of me mc ig Fs mate will hold summer general meeting 
Mexico C ity, Mex., June 21— 948. 





The Institute of Gas Engineers begins convention, London, England, 1948. 








American Gas Association, Midwest Personnel Conference begins, Kansas City, 
1948. 





Pennsylvania Electric Association, Prime Movers Committee, begins meeting, Scranton, 
Pa., 1948 





Northwest Electric Light & Power Association, Personnel Section and Safety Con- 
ference ends, Medford, Ore., 1948. 





Washington Independent Telephone Association and Oregon Independent Telephone 
Association will hold convention, Spokane, Wash., June 25, 26, 1948. 





Advertising Association of the West begins annual convention, Sacramento, Cal., 1948. 
American Society for Engineering Education begins meeting Austin, Tex., 1948 





Arkansas Utilities Association begins annual convention, Hot Springs, Ark., e:) 
1948. 








Canadian Gas Association will hold annual convention, Jasper, Alberta, Canada, June 
30—July 3, 1948 











Pacific Coast Electrical Association, Inc., begins conference, San Francisco, Cal., 1948. 
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The Electric Industry 


Looks to the Future 


Here is a special message from the chief executive 
of the Edison Electric Institute, giving us briefly a 
general concept as to the scope, function, and major 
objective of this national gathering of the electric 
power utility industry during one of the most critical 
periods in the history of the industry and of the nation. 


By CHARLES E, OAKES* 
PRESIDENT, EDISON ELECTRIC INSTITUTE 


HE electric industry’s magnifi- 
cent performance in the past and 
its present volume of production 
—symbolic of its close interweaving 
_ within the whole fabric of American 
“life, industrial, commercial, agricul- 
| tural, and home—arestriking evidences 
| of a job that has been well done. Its 
_ inevitably expanding field of useful- 


q *Mr. Oakes is also president of the Penn- 
| Sylvania Power & Light Company. 
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ness, its possibilities for load growth 
stagger imagination. 

This is the background and the pre- 
view for the Edison Electric Institute’s 
sixteenth annual convention. The ma- 
jor emphasis is on the most prominent 
task now confronting the electric in- 
dustry—that of completing the broad- 
est expansion program that any Ameri- 
can industry has ever conceived and 
undertaken. 

. JUNE 3, 1948 
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The varied problems of financing 
this epic growth will be highlighted in 
our sessions, with leading executives of 
the electrical industry, representatives 
of financial institutions, economists, 
and regulatory authorities offering 
contributions from their wide experi- 
ence to aid the industry in arranging 
its financing for maximum benefits to 
customers and security holders. 

Likewise the engineering problems 
presented by our expansion, taxes and 
their effect upon this program, sound 
rate design for the future, and other 
factors important to this unequalled 
growth, will also be considered. 


HILE the momentum of natural 
growth in our industry may seem 


irresistible, in this competitive world 
we cannot rest on our oars. We 
realize that with the vast new generat- 
ing capacity which this program will 
bring will also come the vital need to 
secure the most profitable use of this 
equipment, The need to sell our sery- 
ices, although it may not seem immedi- 
ately apparent, will become more press- 
ing with each new kilowatt of capacity 
we add. 


Consequently, a good share of our 
time at Atlantic City will be given 
to the task of preparing for intensive 
selling for the protection of our cus- 
tomers and our investors’ welfare. The 
next few years will be busy years for 
every department in our companies and 
every man in the industry. 





EEI 1948 CONVENTION TIMETABLE 


All business sessions will be held at the Atlantic City Convention Hall ; 
committee meetings and social functions at the Hotel Traymore. 


Monday, May 31st 
11:00 am_ Registration, main lobby of Hotel Traymore, continuing 


. until 5 pm. 


Tuesday, June 1st 


8:30 am 
10:00 am 
10:00 am 
10:00 am 
12:30 pm 


Registration in main lobby of Hotel Traymore. 
Accounting Division General Committee, Stratosphere Room. 
Commercial Division General Committee, Rose 
Engineering Division General Committee, Belvedere Room. 
Registration main lobby of the Convention Hall. 


oom, 


First General Session, Ballroom, Convention Hall. 
Cocktail party, American Room, Hotel Traymore. 
General Electric Company, Host. 


Wednesday, June 2nd 
Registration opens in main lobby, Convention Hall. 
Second General Session, Ballroom, Convention Hall. 
Board of Directors’ luncheon-meeting, Hotel Traymore. 
Third General Session, Ballroom, Convention Hall. 
Cocktail party, American Room, Hotel Traymore. 
Westinghouse Electric Corporation, Host. 


Thursday, June 3rd 


Registration opens in main lobby, Convention Hall. 
Fourth General Session, Ballroom, Convention Hall. 
noon Ladies’ luncheon: Special busses will leave Hotel Traymore 


for the Brighton 


urseries (the famous $1,000,000 Orchid 


Farm) and then proceed to the Seaview Country Club, Ab- 
secon, New Jersey. Nash-Kelvinator, Host. 

2:00 pm Fifth General Session, Ballroom, Convention Hall. 

7:00 pm Informal Buffet, entertainment and dancing. 


JUNE 3, 1948 


730 





Free Enterprise and the Utilities 


The future poses many problems for the electric 

industry; but none which it has not already demon- 

strated its ability to meet, based on past performance. 

Just the same, a return of the Federal government to 

a fair and nondiscriminatory public power policy 
would help immeasurably. 


By EARL O..SHREVE* 
PRESIDENT, CHAMBER OF COMMERCE OF THE UNITED STATES 


OTWITHSTANDING fifteen years 
N of depression, of war, and of 
changeover from war, which 
retarded the normal trend of our na- 
tional development, the United States 
emerged from the world-convulsing 
ordeal of the recent conflict in tran- 
scendently better shape than the other 
combatants. It was obvious to all that 
we had become by far the most power- 
ful industrial country in recorded his- 
tory. And today a free world economy 
pivots on America, 

Irrespective of the measure of satis- 
faction that may be derived from this 
consummation, there are many con- 
comitant considerations which should 
give us pause. Successful men in busi- 
ness or any other endeavor know that 
the rarefied atmosphere at the top is 
charged with dangerous crosscurrents 
that call for the observance of great 


*For additional personal note, see “Pages 
with the Editors.” 
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caution and the exercise of extreme 
care. 

But, first, it may be well to examine 
into some of the causes contributory to 
our relatively exalted station in the 
global industrial—and, consequently, 
economic—scene. What to the rest of 
the world seemed miraculous accom- 
plishment during the war years, we 
know to have been made possible by 
our free enterprise system—a system 
which is peculiar to our North Ameri- 
can concept. And this great industrial 
expansion, of course, would not have 
been possible, except for free operation 
of what constitutes the basic factor in 
our industrial economy—the business 
of furnishing an adequate supply of 
power. 


ad people outside the electric util- 
ity industry realize the tremendous 
difficulties which had to be surmounted 
in these war years of constant stresses. 
JUNE 3, 1948 
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To meet greatly increased load require- 
ments, it was almost impossible to in- 
stall additional generating capacity. 
For the major share of the output of 
equipment necessary for such expan- 
sion was diverted to the shipbuilding 
program. 

Opinions, predictions—many from 
Federal official sources—were made of 
imminent shortages in power output 
by the utility systems. The public 
power zealots joined with the profes- 
sional viewers with alarm and deplored 
the government’s myopic failure to ex- 
pand public power development far be- 
yond the enormous sums of public 
money already expended on such 
projects. 


However, despite these dire observa--. 


tions, the power companies, adopting 
special measures, met all requirements. 
As with other industries in the emer- 
gency years, the utilities operated on a 
3-shift or 24-hour day basis. Exten- 
sive intercompany connections were in- 
stalled and every piece of generating 
equipment, including obsolescent units, 
was brought into use. 

This noteworthy accomplishment, 
however, did not dispose of all the dif- 
ficulties. Yet, those which remained 
were the difficulties to which the elec- 
tric utilities long had become accus- 
tomed, And these were of a character 
beyond action by the companies. 

The public power enthusiasts—both 
in and out of government—manifested 
expected eagerness to utilize the emer- 
gency conditions as an excuse for 
greater so-called public encroachment 
in the busy field of electric generation 
and transmission. But, apparently, the 
realistic echelons of embattled official- 
dom were too preoccupied to hearken 
to these demands. Anyhow, not much 
JUNE 3, 1948 


was attained by the ardent advocates of 
public power expansion during the 
period of hostilities. 


HEN came the peace changeover 

which developed a temporary de- 
crease in sales volume. Yet, in less than 
a year after VJ-Day—by the fall of 
1946—power production in this coun- 
try had reached a new high level. 

And, a year later, or by the end of 
1947, the weekly production of power 
more than doubled that of 1939, al- 
though installed capacity was but 28 
per cent greater than in 1939. Delay in 
generating equipment deliveries was 
occasioned by strikes and material 
shortages. Thus, capacity increase fell 
short of the. rise in peak load which, 
at the end of last year, came within 5 
per cent of installed capacity, compared 
with the normal 15 per cent margin. 

This condition, of course, has ac- 
celerated the zealous drive by those who 
seek justification for additional so- 
called multipurpose hydro projects. 
For the period 1946-1954, the schedule 
for additional generating capacity in- 
stallation proposed by the Corps of 
Engineers would raise installed capac- 
ity from 620,000 kilowatts to 2,750,- 
000 kilowatts. 

Authorized and approved projects 
not under construction include power 
plants with capacity total of 4,920,000 
kilowatts. If one adds to this the re- 
quests which will be made for funds to 
install supplementary steam generating 
capacity, one can visualize. the strides 
by which government agencies contrive 
to advance development of public and 
socialized power systems in this coun- 
try. 

Equipment manufacturers are loaded 
down with orders which cannot be 
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filled for several years to come. It 
would appear that, in view of the 
anxious efforts of private utility man- 
agements to reéstablish spare capacity 
in their systems, so as to meet growing 
power demand, the present public 
power program, under any stretch of 
the imagination, cannot improve the 
nation’s supply situation. 

So, aside from the respective merits 
of public or private power installation 
projects, the question is whether gen- 
erating equipment, within the capacity 
of manufacturers to produce, is to be 
given to private enterprise or turned 
over to the government. 


[’ would seem that postponement of 
the power features of multipurpose 
public projects would be advisable, at 
least until there is ample manufactur- 
ing capacity available to produce gen- 
erating equipment for everyone, 

The threat of government competi- 
tion will be eliminated if subsidies and 
freedom from taxes are removed from 
public power projects. In this respect, 
it is noteworthy that, in 1946, privately 
managed utilities paid in taxes the not 
inconsiderable sum of $606,000,000, 
which represented 19.4 per cent of their 
gross revenues, 

Subsidies to public projects include 
cheap government money and the privi- 
lege of writing off a large percentage 
of their total investment in hydro in- 


e 


stallations for navigation, flood control, 
and innumerable other alleged public 
benefits, 

Many of the power industry’s prob- 
lems would be solved if we got back to 
the policy as laid down by Congress in 
the Federal Water Power Act. Under 
this law, all state and local public agen- 
cies enjoy a preferred right, along with 
the right offered to private industry to 
develop water-power resources. 

The shift from this congressionally 
declared policy to Federal construction 
of public power generating facilities 
was accomplished by administrative 
and bureaucratic action, aided by an ex- 
travagant spending program. The 
Chamber of Commerce of the United 
States, in a policy declaration, asks that 
both private industry and local public 
agencies have opportunity to develop 
the water-power resources of the coun- 
try rather than have this privilege 
monopolized by Federal bureaus. 

The national chamber believes that 
Federal projects should be authorized 
only by act of Congress and not through 
delegation of authorizing power to any 
administrative officers. Congress and 
the states should regain control over 
the development of water resources 
which they have lost to administrative 
agencies of the Federal government. 
This is a declared policy of the chamber. 

Further, the chamber holds that leg- 
islation authorizing multipurpose proj- 


include power plants with capacity total of 4,920,000 kilo- 


q “AUTHORIZED and approved projects not under construction 


watts. If one adds to this the requests which will be made for 
funds to install supplementary steam generating capacity, one 
can visualize the strides by which government agencies con- 
trive to advance development of public and socialized power 
systems in this country.” 
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ects should specify, on its face, the 
proportion of the investment proposed 
to be allocated to each “benefit” or pur- 
pose. These allocations should cover 
both capital costs and annual expenses, 
including interest, operating expenses, 
depreciation, amortization, taxes, and 
every other element of expense which 
should be considered by the Congress. 


- general, the estimates for multi- 
purpose projects should show a sub- 
stantial excess of “benefits” over costs. 
Wherever practicable, those benefited, 
directly or indirectly, by any functions 
of a project should be assessed for a 
proportionate part of the costs. And no 
project should be undertaken without 
careful consideration of its relation to 
other projects or interests which it may 
affect. 

Where power can be produced 
economically at any Federal dam, 
chamber policy declares that the power 
should be disposed of to existing local 
public and private generating, trans- 
mitting, and distributing systems by: 

(1) Permitting the installation of 
powerhouse and power-generating fa- 
cilities under license in accordance with 
the Federal Water Power Act, with 
adequate annual charge for the use of 
the Federal property ; or 

(2) Leasing the generating facilities 
and the right to use the falling water ; 


or 

(3) Selling the power at the power- 
house under long-term contracts with- 
out discrimination as to price and 
without discrimination among appli- 
cants for power contracts, other than 
the customary preference for munici- 
palities which should apply only to 
initial sales, 


If, and to the extent it is not eco- 
nomical and feasible so to dispose of 
the power at the dam, the government 


should, upon specific congressional au- 
thorization and appropriation, con- 
struct transmission facilities—without 
unnecessary duplication of existing fa- 
cilities—necessary to deliver and sell 
the power to local distributors, likewise 
without discrimination. 

The national chamber also is con- 
vinced that the Federal Power Commis- 
sion should have fuli regulatory power 
over charges, rates, contracts, and 
service conditions relating to power 
produced at any such dam, similar to 
its present regulatory power over in- 
terstate electric power business. 

All hydro power, whether developed 
by public or private agencies, should 
participate in regional power pools, in 
order to realize the maximum benefits 
possible in combination with other 
sources of power. 


KX to rates and charges for power 
sold at or from Federal projects, 
the chamber believes they should be 
calculated by as nearly uniform meth- 
ods as practicable. The bases and the 
rates and charges calculated upon them 
should be determined by the Power 
Commission — not by the operating 
agency. 

And the chamber declares that the 
Federal government should not con- 
struct steam electric plants or in any 
other way assume the responsibility of 
supplying utility service to any section 
or area. 

The government should confine its 
power operations to its legitimate func- 
tion of disposing of surplus power and 
energy, produced as an incident to 
navigation, irrigation, and flood-con- 
trol operations. 

Also, we are convinced that the 
Comptroller General should have juris- 
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Elimination of Government Competition 


66 HE threat of government competition will be eliminated if sub- 
sidies and freedom from taxes are removed from public power 

projects. In this respect, it is noteworthy that, in 1946, privately man- 

aged utilities paid in taxes the not inconsiderable sum of $606,000,000, 
which represented 19.4 per cent of their gross revenues.” 





diction over the application of all reve- 
nues from multipurpose projects. He 
should have authority to require that 
such revenues be devoted to the pur- 
poses prescribed by Congress. Interest 
collected through the rates charged 
power consumers should be paid over to 
the Treasury as hire for the Federal 
money invested, and ought not to be 
applied or accounted for as though 
available for debt retirement. 

In this postwar world of incredible 
developments and grave threats to our 
way of life—and to civilization itself 
—the public utilities of this nation have 
a special responsibility. They must pre- 
pare themselves to meet events which, 
in their desolating potentialities, may 
seem almost unthinkable. 

To industrial and business execu- 
tives who labored through the war 
years, it is apparent that no group rose 
more readily and effectively to the ex- 
acting occasion than those responsible 
for our electric power production. In 
fact, I think I am on solid ground when 
I say that, since power generation first 
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became a fundamental factor in our na- 
tional industrial structure, no emer- 
gency conditions ever have found the 
electric utility industry wanting. 


[* past emergencies, however, the 
power companies had perforce to ac- 
commodate themselves to almost over- 
night developments and get into their 
war stride with everybody else. Sudden 
special demands may have strained 
their capacity to the utmost, but, for- 
tuitously, they were able to take up the 
strain without losing momentum in 
their over-all effort. 

But today, conditions have changed. 
They have passed beyond the consider- 
ations which prevailed at the cessation 
of hostilities, three short years back. 
We are now confronted with the cold 
fact that—in the ways of war—what 
is past is prologue. We face the stark 
necessity of adopting civilian as well 
as military precautions against surprise 
attack—surprise attack upon our shores 
and our cities by an enemy tactically 
ruthless and resourceful strategically. 
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As experts in their specialized and 
so essential spheres within our com- 
plicated industrial economy, therefore, 
the men who operate and manage our 
electrical utilities must undertake a 
technical study of a very grave prob- 
lem. This is the problem of securing 
their installed generating, transmission, 
and distributing systems—so far as 
may be possible in advance—against 
such hideous devices as atomic weapons 
and remotely projected and guided 
missiles. 

So far as the military phases of the 
problem are concerned, Secretary of 
Defense Forrestal and his aides are 
properly cognizant of the situation, 
and the Armed Services are taking ap- 
propriate military action. But a fur- 
ther civilian defense organization is 
essential in the event this country again 
is the target for attack. It is to be ex- 
pected that any such hostile stroke 
would be delivered without warning. 
We must be prepared to act, therefore, 
and to adopt all precautionary measures 
possible against such a calamitous de- 
velopment. 


to military authorities inform us 
that the obvious objective of any 
such enemy action would be to render 
our cities, with their constituent indus- 


trial installations, inoperative — in 
other words, wipe them out. These 
authorities also express the belief that, 
in large part, such enemy effort can be 
frustrated, 

This might not appear too extrava- 
gant an expectation in the premises. 
For, despite the ghastly potentialities 
of these newest and most destructive 
of weapons, experts tell us that result- 
ant damage can be reduced by prompt 
organized civilian action and that func- 
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tional community life can, in many in- 
stances, be rapidly restored. 

Should several industrial cities be 
attacked and partially destroyed by 
enemy bombardment, it would be the 
duty then of the rest of the country to 
take prompt action. It is not habitual 
with Americans when attacked to lie 
down or give up. But it is important 
that they organize in advance and be 
prepared to meet the worst a determined 
enemy can devise. 

With their characteristic habit of 
understatement, the British have pub- 
licized one of the most important 
manuals on civilian defense, This is a 
pamphlet entitled “Objects Dropped 
from the Sky” and describes projectiles 
of which the airplane is the moving 
force. Among the projectiles men- 
tioned are devices which use fire as the 
destructive element. 

As the Germans and the Japanese 
found out so belatedly and to their 
everlasting cost, fire is a devastating 
force when directed against civilian in- 
stallations. Employment of fire tactics 
in warfare is not new. In fact, Archi- 
medes is reported to have used a huge 
sunreflector to set fire to the Roman 
ships at Syracuse. The American 
Indians, with their flaming arrows, 
hurled fire at pioneer fortifications, 
and, in siege operations against ancient 
cities of the Old World, the catapult 
flung not only stones but huge balls of 
blazing pitch. 

It is the hideous refinement—if in 
the circumstances one may use such a 
term—of fire as a destructive element 
that is new. Science today has increased 
enormously the effectiveness of such 
fearsome instruments. Oil, gasoline, 
phosphorus, thermit, magnesium—all 
have taken the incendiary as a weapon 
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of the German industrial and railway 





ly in- MH of attack far beyond the power of 

chemical gasses, and, in demolition po- junction centers in the last eighteen 
*s be MH tential, rendered it second only to the months of the war. 
1 by # fragmentation bomb and nuclear pro- I think we can learn much from these 
e the HH jectiles. Some—indeed too many—of resourceful German technicians who 
ry to HM our American cities are highly suscep- were able to operate under conditions 
itual fH tible to incendiary attack, which so often appeared utterly im- 
0 lie possible. 
rtant [° all the considered circumstances, So, in spite of all obstacles that seem 
id be electric utility specialists might do needlessly placed in the path of a freely 
lined # well to obtain from experienced Eng- expanding utility business, we must not 

lish utility men a description of how fail to guard our national security. 
it of | they overcame their grim community In the long pull, we must also lift our 
pub- @ difficulties under the stress of vicious eyes to an era of peace—not only 
rtant # continued enemy air bombardment. among the nations of the world, but 
isa Mj Perhaps, even more advantageous peace at home, between management 
pped would be a study of the repair and re- and labor, between business and gov- 
tiles J} adjustment exploits of German mu- ernment and, if you please, between 
ving J nicipal utility engineers in the closing publicly and privately operated utilities. 
men- months of hostilities. It is to be recalled This last can be accomplished only 
s the @ that, while the British cities most gal- when regulatory commissions and leg- 

lantly withstood the German blitzkrieg, islators deal with considered fairness 
nese J at no time did England suffer the wide- and use intellectual honesty in the shap- 
their # spread devastation which was the lot ing of the nation’s public utility policy. 
iting 
n in- 
ctics Hoover Dam 
wi 6¢ Democratic President signed the bill giving or restor- 
— A ing the name of a former Republican President to 
— what has been called, since 1933, Boulder dam. Between 1930 
ican and 1933 the name was what it will now, presumably, remain 
ows, —Hoover dam. In 1933, former Secretary of the Interior 
ons, Ickes rechristened it. The rechristening was unfortunate in 
sont two ways. First, the structure is not located in Boulder C. anyon 
but in Black Canyon, 20 miles away. Second, former Presi- 
pult dent Hoover had earned the honor, not by being President but 
s of by giving his time and energy to the Colorado River Compact, 

without which there could have been no division of the waters 
f in between the upper and lower basins and hence no dam. 
ha “Mr. Hoover did not build the dam. But he did work man- 
- fully and unselfishly for the welfare of the people of the Colo- 

nent rado river valley, and fair-minded persons of both major parties 


ised will applaud the belated justice that is now done him.” 

uch —EpIToRIAL STATEMENT, 
ine, The New York Times. 
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Capital for Kilowatts 


In view of the unprecedented demand for plant expansion for new con- 

struction by the nation’s electric utility industry, the question naturally 

arises whether existing regulation by the Securities and Exchange Com- 

mission under the Holding Company Act is helping or hindering this tre- 

mendous financing program. V otcing only his individual views, the author 

of this article gives us reasons why utility financing is strengthened rather 
than restricted by regulation. 


By RICHARD B. McENTIRE * 
COMMISSIONER, SECURITIES AND EXCHANGE COMMISSION 


ROBABLY no single question is de- 

manding and receiving as much 

attention in the world of utility 
affairs as the phenomenal growth 
which has been thrust upon the electric 
utility industry since VJ-Day. Virtu- 
ally all forecasts have fallen far short 
of the mark and almost weekly new and 
larger estimates have to be made. 

Of all of the problems which this ex- 
pansion has brought, certainly not the 
least has been that of raising sufficient 
money to finance it. Utility manage- 
ments have been faced with the abso- 
lute necessity of finding the capital to 
make possible the kilowatts of to- 
morrow. A year ago, in a talk before 
the National Association of Railroad 
and Utilities Commissioners, I at- 
tempted to discuss some of the financial 


*For additional personal note, see “Pages 
with the Editors.” 
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problems facing the electric utility in- 
dustry as a result of this unprecedented 
expansion program as it was then con- 
ceived. I particularly stressed the 
need for conservatism in financing and 
urged the assembled commissioners to 
impress on utility managements the 
importance of raising a substantial part 
of their requirements through the sale 
of common stock. The following pages 
are in a sense a restatement of those 
remarks in the light of subsequent de- 
velopments. 


ony year, the industry’s 4-year pro- 
gram called for the installation 
of 11,000,000 kilowatts of generating 
capacity at an estimated cost of about 


$5 billion. This program, both in 
projected installations and in money 
costs, was then of unprecedented size. 

Now, a year later, despite the sub- 
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stantial installations and expenditures 
made in 1947, the program is even 
greater. Furthermore, the tightness in 
the power situation, the exhaustion of 
reserve capacity, the high load factor, 
and the prospects for even larger en- 
ergy requirements indicate that the 


need for expansion is such that its end 


is difficult to foresee. 

In order to view the private utility 
industry’s present program in perspec- 
tive, it is necessary to recall how the 
construction estimates have grown. 
Planned construction at the end of 
1945 can better be described as rehabili- 
tation than as expansion. It was not 
until a year later that expansion became 
dominant, the plans calling for the in- 
stallation of 2,200,000 kilowatts in 
1947 and 11,000,000 kilowatts in the 
four years ending in 1950. In 1947 
the program was again increased, call- 
ing for the installation of 5,000,000 
kilowatts in 1948 and 15,000,000 kilo- 
watts in the four years ending 1951, 

There is, however, a substantial body 
of opinion which holds that the pro- 
gram for 1948 and subsequent years is 
still not adequate and that, to measure 
up to the foreseeable demand, new 
capacity of between 20,000,000 and 
23,000,000 kilowatts will have to be 
installed during the next four years 
rather than the 15,000,000 kilowatts 
now on order. Indeed, A. C. Monteith 
of Westinghouse Electric Corpora- 
tion’ estimates that generating capacity 
(public and private) will have to be 
increased nearly 80 per cent in the next 
decade—from 52,000,000 kilowatts in 
1947 to 92,000,000 kilowatts in 1957 
—and that by 1977 it may be increased 
by 400 per cent to 250,000,000 kilo- 


Py i Business Week of April 17, 1948, pages 
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watts. Whether time will bear out Mr. 
Monteith’s 1977 estimate is not for me ~ 
to say. What should be kept in mind, 
however, is that the industry appears 
to face along period of large-scale ex- 
pansion rather than a finite 4-year pro- 
gram as was assumed a year ago. This 
fact has important implications as to 
the type of financing which is appro- 
priate during current and succeeding 
years. 

Translated into dollars, the pro- 
gram is even more impressive. This is 
due in part to the increase in unit costs 
since 1939.* In considering these cost 
increases, we must remember, how- 
ever, that the new plants that are being 
built are not mere duplicates of the old- 
er plants. New designs have been de- 
veloped and new levels of efficiency 
achieved that will materially help to 
offset the higher construction costs.* 


7 the year 1947 capital expendi- 
tures of the private electric utili- 
ties amounted to $1.4 billion and ex- 
penditures for 1948 are scheduled at 
$1.7 billion. The Edison Electric In- 
stitute estimates, on the basis of the 
program as scheduled, that the total 
cost for the next four years will be $6 
billion. The Electrical World, how- 
ever, after reviewing the situation, in- 
dicates its belief that between $8 billion 


2 Data gathered by the Electrical World in- 
dicate that the cost of installing fuel power 
plants has increased from 30 per cent to as 
much as 175 per cent over 1939 and for trans- 
mission lines from 25 to 160 per cent. The 
calculated averages of cost increases in the dif- 
ferent groups are: fuel plants 54 per cent, 
transmission plants 48 per cent, distribution 
plants 53 per cent, miscellaneous 54 per cent, 
and total plant 53 per cent. 

8 See annual report, American Gas & Electric 
Company, 1947, and electric utility cost units— 
steam electric generating station investment, 
Electric Power Statistics, Federal Power 
Commission. 
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and $10 billion will be required. Should 
the latter estimate be borne out, the in- 
dustry will have to find between $2 
billion and $2.5 billion a year for 
expansion purposes during each of 
the next four years rather than the $1.5 
billion estimated by the Edison Electric 
Institute. These cash needs may be 
compared with the previous high in 
construction expenditures in 1930, 
when they amounted to about a billion 
dollars, 

Financially, the electric utility indus- 
try will face over the next few years a 
situation radically different from that 
of the past fifteen years—in fact, as in 
the early Twenties, it will again have 
to turn to the sale of securities to raise 
the bulk of the funds required for new 
construction. A comparison of capital 
expenditures and new capital issues 
shows how widely the pendulum has 
swung in this respect during the past 
twenty-five years. The data available 
for the period 1924-1930 show that 
during those seven years the electric 
utilities financed capital expenditures 
totaling $5.6 billion through the issue 
of approximately $5.2 billion of new 
securities. Thus, during that period, 
the utilities financed over 90 per cent 
of their capital expenditures by the is- 
suance of new securities. That was the 
period when much of the industry un- 
derdepreciated its properties and paid 
out 100 per cent of its earnings as divi- 
dends—and sometimes more. 


N the period from 1932 through 
Jase however, capital expenditures 
ere financed largely from internal 
sources, such as depreciation accruals, 
other noncash charges to income, and 
retained earnings. From 1932 to 1941, 
new securities financed only 18 per cent 
of gross capital expenditures and the 
proportion fell to 15 per cent during 
the period 1941-1946. While some 
companies thus found it necessary to go 
into the capital market during 1932 to 
1946, the industry as a whole accrued 
funds from internal sources in excess 
of total capital expenditures, thereby 
enabling the industry to reduce its 
senior securities and accumulate work- 
ing capital, 

An indication of the size of the 
funds now available from internal 
sources can be obtained from an ex- 
amination of the Federal Power Com- 
mission’s balance sheet and income ac- 
count summaries of class A and B utili- 
ties. 

On the basis of these figures, we 
may estimate (and these are rough 
projections) that the electric and gas 
utilities will have available annually 
from internal sources during each of 
the next four years approximately 
$400,000,000 from depreciation ac- 
cruals, approximately $100,000,000 
from other noncash charges to income, 
and approximately $200,000,000 from 
retained earnings, a total, roughly, of 
$700,000,000 per year. 


e 


q 


“For the year 1947 capital expenditures of the private elec- 
tric utilities amounted to $1.4 billion and expenditures for 
1948 are scheduled at $1.7 billion. The Edison Electric Insti- 


tute estimates, on the basis of the program as scheduled, 
that the total cost for the next four years will be $6 billion.” 
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S™= dealing in rough approxima- 
tions, should capital expenditures 
during the four years 1948-1951 aver- 
age $2 billion per annum, as previously 
indicated, and should internal sources 
provide an average of $700,000,000 
per annum for such purposes, then the 
utilities will have to call upon the 
money market for approximately $1.3 
billion per annum. It is my firm belief 
that the credit standing of the utilities 
and the amount of funds available for 
investment will enable this sum to be 
raised, and moreover raised in a con- 
servative manner by creating and main- 
taining an adequate cushion of com- 
mon stocks. Some of the salient. facts 
supporting this conclusion are dis- 
cussed in the following paragraphs : 

1. Thus far the money has been 
raised. In the first half of 1947 the in- 
dustry raised approximately $150,- 
000,000 of funds ; in the second half of 
1947 almost $400,000,000 ; and in the 
first quarter of 1948 over $350,000,- 
000, or at an annual rate of $1.4 bil- 
lion, 

Furthermore, not only can the 
money be raised but the common 
stocks, too, can be sold. Despite all the 
talk of the inability of the market to 
absorb equity securities, investors ab- 
sorbed almost $300,000,000 of utility 
common stocks in 1947—about two- 
thirds as divestment and one-third as 
new issues for cash. So far this year 
almost $50,000,000 of new utility 
common stocks have been sold for 
cash. It is my belief that the only rea- 
son investors did not take more com- 
mon stock in 1947 is that more was not 
offered. 

2. The volume of capital required to 
be raised each year will absorb a small- 
er portion of current savings than was 


absorbed in the late Twenties. Annual 
requirements are 50 per cent greater— 
$1.3 billion as against approximately 
$900,000,000—but the amount of sav- 
ings is now more than three times as 
great as it was then. Gross dollar sav- 
ings last year amounted to almost $50 
billion and gross liquid savings to al- 
most $16 billion, A responsible official 
of a leading life insurance company re- 
cently stated that life insurance com- 
panies would have available for invest- 
ment in fixed income securities in 1948 
the huge sum of $5 billion. Last year 
the life insurance companies increased 
their holdings of utility senior securi- 
ties, including those of telephone and 
natural gas companies, by almost $1.5 
billion, 

3. It will be recalled that when the 
industry came out of the first World 
War it was not only in bad physical 
shape and facing a huge increase in de- 
mand, but much of it was in serious 
financial difficulties. Yet the money re- 
quired then was raised—even though 
bonds had to be sold with 5, 6, 7, and 
even 8 per cent coupons, frequently at 
a discount; and preferred stocks were 
sold with dividend rates of 6, 7, and 8 
per cent, also at substantial discounts, 
frequently with noncallable provisions. 


HE industry is in the best position 

in its history to raise the money 
required. In the ten years 1937-1946, 
while outstanding funded debt and pre- 
ferred stock were reduced by almost 
$800,000,000 and net current assets 
were increased by almost $500,000,- 
000, generating capacity was increased 
by 25 per cent, kilowatt-hour output 
and sales by almost 100 per cent, and 
gross revenues more than 50 per cent. 
During this same period, largely as a 
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Funds for New Construction 


a) | punagreenirage the electric utility mdustry will face over the next 

few years a situation radically different from that of the past 

fifteen years—in fact, as in the early Twenties, it will again have to turn 

to the sale of securities to raise the bulk of the funds required for new 

construction. A comparison of capital expenditures and new capital is- 

sues shows how widely the pendulum has swung in this respect during 
the past twenty-five years.” 





result of regulatory action, $1 billion 
of inflation was eliminated from utility 
plant, depreciation reserves were more 


than doubled, corporate structures 
were substantially simplified and un- 
necessary companies eliminated, and 
protective provisions of great value in 
safeguarding the financial integrity of 
companies were written into bond in- 
dentures and corporate charters. 

4. The charges for senior capital of 
the industry have been radically re- 
duced in recent years. Between 1937 
and 1946 interest charges were reduced 
from $280,000,000 to $190,000,000, 
or by one-third, and preferred stock 
dividends from $127,000,000 to $105,- 
000,000, or by 20 per cent. Common 
stock dividends on the other hand have 
been increased, rising from $300,000,- 
000 in 1937 to $350,000,000 in 1946. 
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5. Two factors on the side of physi- 
cal efficiency are also important enough 
to deserve mention. One is the increase 
in fuel efficiency of new plant over the 
average old plant and the second is the 
increase in kilowatt-hour output per 
kilowatt of installed capacity. At pres- 
ent high fuel costs, the savings from in- 
creased fuel efficiency of new plants 
alone are frequently sufficient to make 
the installation of new capacity desir- 
able. The effect of the second is to cut 
the effective cost of new capacity by at 
least a third, for whereas in the Twen- 
ties the average kilowatt of installed 
capacity could be expected to turn out 
about 3,000 kilowatt hours per year, 
the average kilowatt of installed capac- 
ity can, today, be expected to turn out 
more than 5,000 kilowatt hours per 
year. 
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A° I pointed out earlier, it is essential 
that a substantial part of the con- 
struction program be financed through 
the sale of common stock. The con- 
tinued growth of construction needs 
and the longer duration of the program 
now foreshadowed give added em- 
phasis to the necessity of attaining or 
preserving a strong common stock 
position. 

Financing during the past year has 
not always tended in this direction, So 
long as a particular construction pro- 
gram is viewed as a limited-term 
undertaking there is persuasive pres- 
sure to relax temporarily the financial 
standards applicable to more normal 
times. 

Debt readily 


financing, being 


available at attractive rates, is relied 
upon to provide a disproportionate 
share of necessary increases in capi- 
talization, since, it is assumed, “in a 


few years” the decline in construction 
budgets will permit accumulation of 
earnings sufficient to restore balance to 
the capitalization. Common stock 
financing is postponed to a vague 
period of “more favorable market con- 
ditions.” 

As we have seen, however, the 

limited-term construction program 
which would bloom and fade in due 
season has shown an increasing dis- 
position to become a hardy perennial. 
We must face the probability that there 
will be no breathing spell—no chance to 
flush out equity from accumulated 
earnings, no chance to wait indefinitely 
for the perfect market for common 
Stocks. 

The expansion must be sound- 
| ly financed as it proceeds; it cannot be 
| built upon promises of rectification 
| after the pressure has eased. 
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ae compulsion toward conserva- 
tive financing is, of course, exer- 
cised by the usual form of bond inden- 
ture, which provides that net additions 
be bonded at not to exceed 60 per cent. 
While this provision is considered to 
afford reasonable protection to the 
bondholder and requires substantial 
amounts of financing through junior 
securities, it cannot police the capital 
structure as a whole and was never in- 
tended to do so. Yet it involves a day 
of reckoning and if a company post- 
pones junior financing in the face of 
unabating construction needs, the day 
will, of course, come when further 
postponement becomes impossible and 
the then prevailing markets must be en- 
countered, no matter how bitter the 
potion may be. 

Preferred stock provisions, as de- 
veloped by the SEC, also provide cer- 
tain checks on the capital structure. 
For example, a vote of the preferred 
stockholders must approve authoriza- 
tion of any prior preference stock or 
issuance of unsecured debt in excess of 
10 per cent of the company’s aggregate 
secured debt, capital stock, and surplus. 
Preferred stock of equal rank also 
must be approved by existing preferred 
stockholders when stipulated earnings 
levels are not met or when aggregate 
common stock and surplus are less than 
the involuntary liquidating value of the 
total preferred stock to be outstanding. 
Perhaps the most direct effect upon 
capitalization ratios is exerted by the 
dividend restrictions on common stock, 
which require accumulation in surplus 
of specific portions of the earnings 
when common equity drops below 25 
per cent of total capitalization and sur- 
plus. 

These restrictions have been at- 
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tacked from time to time, usually on 
the grounds that they are unneces- 
sarily rigid. I do not agree. They are 
most useful, in fact, in a period such 
as this when the temptation to resort 
to “easy” bond money is so strong. 
Nevertheless, it must be kept in mind 
that provisions such as these do little 
more than guard the inner walls; they 
deal with the essential minimum of 
protection. The need for a substantial 
common equity goes beyond these 
bounds, and no management should be 
content until the capital structure is 
well-nigh impregnable. 


gf tans importance of common stock 
financing has been enhanced by re- 
cent developments in the market for 
preferred stocks. Medium-grade pre- 
ferreds have for sometime failed to at- 
tract substantial institutional interest 
and have been groping more or less 
painfully for yield levels which will 
bring the individual investor into the 
market. As yields have mounted, 
underwriters and dealers have also de- 
manded greater compensation for 
handling preferred stocks, so that 
many companies are confronted with a 
cost of preferred money not far below 
current yield levels for common stocks 
of comparable grade. 

A further development in the market 
for preferred stock has been the in- 
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creasing use of the sinking fund, 
usually in an attempt to regain institu- 
tional interest in medium-grade issues. 
These provisions, so far as they have 
been applied to utility securities, usually 
take the form of annual purchases or 
redemption of 2 or 23 per cent of the 
issue, payment of common dividends 
being prohibited unless the sinking- 
fund provisions are met. Coupled as it 
is in the current market with high cou- 
pon rates, the sinking fund has dis- 
suaded more than one management 
from resorting to a preferred stock 
financing. To the extent that such 
financing becomes impracticable, com- 
mon stock must be called upon to play 
a substantially larger rdle. 
Fortunately, the common stock of a 
utility operating company has substan- 
tial appeal for investors, and even in the 
dull markets which have characterized 
much of the past year, large amounts 
of common stock have been success ful- 
ly absorbed. Many sales of common 
stock, in fact, have not even been un- 
derwritten, the management relying 
instead upon offerings to stockholders 
to provide the necessary funds. The 
list of such instances is impressive. 


HY, then, the reluctance in some 
quarters to resort to common 
stock financing? Usually the objection 
is price. Why sell at a 6 or an 8 per 


ing company has substantial appeal for investors, and even 


q “FORTUNATELY, the common stock of a utility operat- 


in the dull markets which have characterized much of the 


past year, large amounts of common stock have been suc- 
cessfully absorbed. Many sales of common stock, in fact, have 
not even been underwritten, the management relying instead 
upon offerings to stockholders to provide the necessary 
funds.” 
JUNE 3, 1948 
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CAPITAL FOR KILOWATTS 


cent yield basis, when bonds can be’ 
sold for a 3 per cent yield and un- 
secured debt for almost as little? Usu- 
ally there is talk of “dilution,” which, 
when examined, is frequently no more 
than a veiled desire to preserve the 
leverage in the common stock position. 
Leverage is meat for the speculator in- 
terested only in quick profits and un- 
concerned with the permanent interests 
of the company The longer-term 
financial strength of the industry is, to 
my mind, wholly inconsistent with the 
injection or preservation of needless 
leverage in a public utility common 
stock. 

In my talk of last year I pointed out 
the close correlation between capitali- 
zation ratios and market valuation of 
the various classes of utility securities. 
Space does not permit reiteration of 
the facts surrounding this correlation, 
but its existence points inescapably to 
the fact that cheaper money is avail- 
able to the more conservatively 
financed utilities, while those with less 
favorable ratios ‘find less favorable 
markets. Financial strength, however, 
transcends the narrower question of 
cost of money. 

A broader approach to the problem 


of capitalization ratios may at times re- 
sult in a security structure which, at a 
given moment, may appear to be more 
expensive from a purely cost-of-money 
viewpoint, Such a circumstance is not 
contrary to the interests of investors 
and consumers. 

I do not mean, of course, that the 
entire expansion program should be 
financed solely by the issuance of com- 
mon stock. But each company should 
have sufficient equity to insure it full 
liberty, capitalizationwise, in addition- 
al financing and to permit it to face 
contingencies with reasonable assur- 
ance. The emphasis, in fact, should be 
on overstrengthening the - financial 
structure in terms of today’s markets 
in order to cope with the vicissitudes 
and demands of tomorrow. 

The continuous upward revisions of 
the industry’s construction program in 
part added urgency to these considera- 
tions. 

Common equity cannot be with- 
held until the edifice is complete and 
then clapped upon it as a mere capstan ; 
it should rather be conceived as the 
very beams and girders of the struc- 
ture, setting the pattern and lending it 
strength as the work progresses. 





Management’s Duty to Serve 


C€¢ ¥T is estimated today, that, given world peace, it is within our possi- 

bilities in America to bequeath to our children within a genera- 
tion or so a standard of living in goods and services and leisure 100 per 
cent above our own; but to realize our best possibilities and not our 
worst, we must greatly increase our knowledge of our own economic sys- 
tem—both of its parts and its integrated whole. 

“The day has gone when it was enough to a business leader to think 
and act only in terms of his own company and his own industry. Every 
part of our economy now interacts so closely with other parts that re- 
sponsible judgments by the businessman, in his own interest alone, call for 
a range of information not provided for in the past, and which we are 


only now beginning to span.” 


—RAYMOND RuBICAM, 


Cofounder, Young & Rubicam, Inc. 


745 JUNE 3, 1948 








Britain’s Hard Experience 
In Socialism 


Although it has been less than two months since the British Labor 
government formally took over the electric power industry, from its 
former private company and municipal operators, the British people 
already are waking up to the fact that rash promises were made by 
politicians which are not being kept and probably cannot be kept in the 
future. Higher rates and more restricted service seem to be the immediate 
prospect for the nation’s electric consumers. Here is a frank before-and- 


after comparison of such promises with 


erformances to date by the 


former top executive of Britain’s largest electric power utility company. 


By BRIGADIER GENERAL WADE H. HAYES* 


MANAGING DIRECTOR, EDMUNDSONS ELECTRICITY 
CORPORATION, LIMITED 


HE nationalization of the British 

electricity industry became an ac- 

complished fact on Thursday, 
April 1, 1948. 

On that day 541 undertakings—362 
municipal and 179 company—became 
state property. 

They are now controlled and op- 
erated by the British Electricity Au- 
thority, the body appointed by the 
Minister of Fuel and Power to give 
effect to the Electricity Act (1947). 

There were no processions, no band 
parades, no banner waving and flag 
flying such as heralded the nationaliz- 
ing of the coal mines. Emanuel Shin- 
well was Minister of Fuel and Power 


*For sonal note, see “Pages with the 
Editors.” 


in those days, and probably ordered the 
public musical honors. He certainly 
took part in the coal mine ceremony 
with unconcealed delight. 

His successor at the Ministry, the 
comparatively youthful Oxford Uni- 
versity product, Hugh Gaitskell, evi- 
dently experienced at the electricity 
acquisition none of the exuberance of 
his older colleague. He was content for 
the occasion to be honored by nothing 
more vociferous than a cocktail party 
at the Savoy hotel. 

Whereas Mr. Shinwell asked hum- 
ble miners to share with him the jubila- 
tions of his triumph over free enter- 
prise, Mr. Gaitskell’s rejoicings were 
limited almost exclusively to principals. 

The rank and file of the electricity 
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BRITAIN’S HARD EXPERIENCE IN SOCIALISM 


industry were not invited. But I under- 
stand that “democracy” was not en- 
tirely overlooked. She was represented 
by a miner. His presence was said to 
symbolize “the brotherly bond now 
completed between the two industries.” 

Nor were the industry’s 11,000,000 
consumers forgotten. Their special 
treat was a broadcast “discussion” on 
the industry under nationalization. The 
speakers were Lord Citrine, the state’s 
Chief Executive in the industry (now 
styled chairman of the BEA), Dame 
Caroline Haslett, the woman member, 
and Mr. Eccles, the chief municipal 
member of the BEA, and Frank Fox, 
president of the Electrical Trade 
Union. 


|S bates inspiring the cocktails 
may have been to the celebrants 
gathered at the rendezvous of the rich, 
the radio audience of the gloomy quar- 
tette were supplied with no excuse for 
rejoicing. 

Lord Citrine told them that coal, 
transport, raw materials, and labor had 
altogether added £12,000,000 a year 
to the cost of producing electricity. If 
they recovered £4,000,000 from indus- 
trial consumers, the remaining £8,- 
000,000 would be irrecoverable if they 
did not increase the price to domestic 
consumers. Prices must go up! 

Mr. Eccles followed with his own 
cheerless note. He warned listeners 
that present plant capacity was only 
9,000,000 kilowatts to meet a demand 
of just over 11,000,000 kilowatts. 
Staggered hours in industry and load 
shedding, with possible cuts, would be 
unavoidable for a long time to come. 
He could not promise any immediate 
improvement because everything de- 
pended upon materials and availability 
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of labor. And he reminded them that 
“it took five years to build a generating 
station.” 

Dame Haslett’s contribution was a 
pious hope that architects would in fu- 
ture plan houses for complete electri- 
cal services, with meters in more acces- 
sible places. She had faith in the influ- 
erice of the BEA in increasing the sup- 
ply of labor-saving devices so ardently 
desired by housewives; but she, too, 
warned listeners: “It is a question of 
materials and labor, and these are 
bound to cause delay.”’ 


M:* Fox paid tribute to the good 

will which has always character- 
ized the relations between employers 
and employees in the industry. “I 
know of no other industry where bet- 
ter relations exist,” he said. Now the 
workers had established good relations 
with the BEA, and he was positive 
they would “appreciate their new re- 
sponsibilities.” 

I have reported the gist of that “dis- 
cussion,” not so much for the purpose 
of setting it against the background of 
the Savoy cocktail party as against the 
background of Socialist preélection 
promises. It is by no means the only 
evidence there is of real anxiety to pre- 
pare the public for the worst, but I 
mention it at this stage because, in- 
congruously enough, it actually formed 
part of vesting day “celebrations” ! 

When Minister Shinwell was at the 
head of miners’ processions on their 
vesting day there were no “if’s” nor 
“but’s” about anything. Absolutely 
everything was beautiful. Subsequent 
experience in nationalized industry 
seems to have produced more than a 
trace of fear in ministerial and execu- 
tive calculations. 
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Running the coal mines ts costing 
the state £40,000,000 a year more than 
it used to cost the companies, and there 
is not a scrap of evidence that the na- 
tion is getting any increased benefit. 
On the contrary, coal production is less, 
quality infinitely poorer, and the cost 
to consumers much higher. The So- 
cialists promised exactly the opposite. 


} was similar with civil aviation, 
which showed a loss of £10,000,- 
000 on the first year. The second year’s 
loss promises to be even heavier. While 
countless users have damned the serv- 
ice out of hand as incredibly bad by 
comparison with foreign company ri- 
vals, not a single voice has been raised 
in its praise. 

Rail traveling and freightage have 
been growing increasingly expensive. 
Beyond the promise that a certain num- 
ber of trains and stations are to be ex- 
perimentally painted, the public has 
nothing pleasurable in prospect as a 
result of nationalizing transport. 

Now electricity has been forced into 
the unfortunate queue — all damp 
squibs from the point of view of the 
Socialist propagandists — all costly 
speculations from the point of view of 
the nation, No wonder the electricity 
experiment has been ushered in on a 
note of extreme caution, together with 
a warning, repeated in several forms, 
that things may well go worse before 
they get better. 


In his vesting day message to the 
11,000,000 consumers, Lord Citrine 
said: “Our development program will 
cost about £450,000,000, and we hope, 
when it is completed, to supply at rea- 
sonable charges all the electricity you 
need. Ultimately substantial benefits 
will result from unified voltages and 
supply systems, simpler methods of 
charging, interchangeability of appli- 
ances anywhere—and in many other 
ways. Don’t be too impatient; remem- 
ber the difficulties we are up against.” 


B icon: is an astounding appeal for 
public sympathy, coming, as it 
does, from the representative of a party 
which did not scruple to make political 
capital out of the same difficulties when 
they beset the private companies. 

And note, particularly, that the “rea- 
sonable charges”’ are not to be expected 
until their £450,000,000 program has 
been “completed.” 

Meanwhile, prices have to go up be- 
yond what they were in the municipal 
and company days. Lord Citrine and 
his colleagues are at pains to emphasize 
that these increases must not be held 
against the nationalizing of the elec- 
tricity industry. 

They blame it on to the additional 
costs confronting the industry as a re- 
sult of the increased charges made by 
other nationalized industries (coal and 
transport in particular) intimately 
linked with the electricity industry. 


e 


“RUNNING THE COAL MINES IS COSTING THE STATE £40,- 
000,000 A YEAR MORE THAN IT USED TO COST THE COM- 
PANIES, and there is not a scrap of evidence that the nation 
is getting any increased benefit. On the contrary, coal pro- 
duction is less, quality infinitely poorer, and the cost to 
consumers much higher. The Socialists promised exactly the 


opposite.” 
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BRITAIN’S HARD EXPERIENCE IN SOCIALISM 


Which, translated, means, “Don’t 
blame us ; blame our friends!” 

I am not going to hark back to all 
the pros and cons of nationalization 
which emerged in the campaigning 
days. But readers of Pusiic UTILITIES 
FoRTNIGHTLY may not be able easily 
to follow what has happened, nor esti- 
mate what may yet be to come, if I 
treat the past as a sealed book. 


& long ago as 1936 a conservative 
government committee proposed 
a reorganizing of the industry on the 
basis of amalgamations scientifically 
designed to produce benefits near 
enough identical with those hoped for 
(ultimately) by the BEA. 

The principal difference was that 
the 1936 committee left ownership 
with the municipalities and companies. 
These would have borne the expense 
of the changes (instead of thrusting 
them upon the taxpayers), and en- 
sured the desired results without dis- 
locating the industry. 

What’s more, regulation would still 
be effective, instead of being made help- 
less to protect the public from arbitrary 
action by Socialist management. Gov- 
ernment supervisory control then sug- 
gested would have been more effective 
than it can possibly be under the pres- 
ent system—which actually precludes 
MP’s from the right to ask questions in 
Parliament about the BEA’s conduct 
of the industry ! 

But the Socialists were determined 
to secure ownership, and to that end 
no tactics were overlooked. Some even 
resorted to a campaign of calumny that 
might have brought them into conflict 
with the criminal law had they directed 
their libels at individuals then manag- 
ing the industry. 


E. W. Bussey, now a colleague of 
Lord Citrine on the BEA, was never 
happier than when reviling company 
employers. 


I“ a pamphlet, Mr. Bussey asked: 
“Why do the vested interests oppose 
a proposition (nationalization) which 
will have such beneficial results for 
such a large number of people?” In 
the same pamphlet he asked : “Who can 
doubt that without the tremendous ex- 
pansion of its electricity industry, 
Russia would not have been able to roll 
back the German Army? .. . Because 
there was no profit motive and no 
vested interests to overcome, Russia 
was, between the years 1917-1940, able 
to increase more than twentyfold her 
electricity output.” 

The vast resources of America and 
the British Empire so freely thrown 
into the scale on Russia’s side against 
the Germans did far more, of course, 
towards enabling Russia to roll back 
the German Army than her system of 
running her electricity industry with a 
“no profit motive.” 

Keeping the argument strictly with- 
in the industrial sphere, however, con- 
sider this : Between 1921 and 1944 the 
consumption of electricity in Britain, 
in units per head of the population, rose 
from 73 to 700; and in the same time 
the population increased by 2,000,000. 
Moreover, during this time British and 
American electrical engineers were 
guiding the Russians in the building of 
their electricity industry. Brains, bor- 
rowed from free enterprise throughout 
the world, played the principal part in 
creating the Russian electric power 
service. 

Then, when their work was done, 
British engineers were denounced at a 
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Increase in Cost of Rail Traveling 
And Freightage 


. a pe traveling and freightage have been growing increasingly 

expensive. Beyond the promise that a certain number of 

trains and stations are to be experimentally painted, the public has 

nothing pleasurable in prospect as a result of nationalizing 
transport.” 





fake trial as, “‘not fit to be destroyed 
and used as manure for Russian soil.” 
These are the people Mr, Bussey lauds 
at the expense of the British electricity 
industry ! 


I COULD give other examples of gross 
misrepresentation but I mention 
this because it is made by one lead- 
ing light of the nationalized industry. 
His pamphlet—issued by the Electrical 
Trades Union, of which he was then 
the general secretary—ended with a 
shout (if the large capital letters used 
can be interpreted thus): “AWAY 
WITH THE VESTED INTER- 
ESTS AND FORWARD TO 
CHEAP AND ABUNDANT ELEC- 
TRICITY!” 

Well, this and other alluring prom- 
ises are already on their way home to 
roost. Even before vesting day three 
area boards gave notice of increased 
prices, and Lord Citrine has already 
publicly stated : 

1. “It must not be assumed that 
tariffs will be uniform throughout the 
JUNE 3, 1948 


country, or even within a given area.” 


2. “It must not be expected that the 
abundant and cheap supplies so freely 
talked about before nationalization will 
be available for a long time to come.” 


This seems to be an unabashed re- 
canting of all the Socialist propaganda 
designed to persuade the public that na- 
tionalization would quickly produce 
cheaper and more abundant supplies, 
uniform tariffs, unified voltages and 
systems of supply, simpler methods of 
charging, and interchangeability of ap- 
pliances. 


| Speed statement, in fact, so far is- 
sued either by the BEA or an area 
board has bluntly denied the possibility 
of any of these blessings reaching the 
public for years to come. The possi- 
bility of their arrival must be regarded 
as remote because neither the BEA 
nor any area authority will venture a 
specified date. 

Level-headed American business- 
men who may have read of the ecstasy 
of the Socialists produced by the elec- 
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toral landslide of 1945 are probably 
mystified by the gloomy forebodings 
of the new leaders of the British elec- 
tricity industry, 

They may be thinking that, possibly, 
these men are at last aware of the after- 
math of the war; that they are seeing 
their difficulties in the light of postwar 
problems which were not wholly on 
view in 1945. The plain truth is, how- 
ever, that the thirst for political tri- 
umph and power seemed to blind these 
leaders to the responsibilities of owner- 
ship. Now that they are actually up 
against the problems of management, 
they are uneasy. 

The men concerned in this political 
activity have been talking for the last 
twenty years or more about nationaliz- 
ing the industry, They were talking in 
innocence of intricate rules of business 
they were not acquainted with. Hence, 
their concentration upon acquiring the 
industry, and failure to plan for effec- 
tively running it afterwards. 


ie not even the Socialists, 

now takes seriously the conglom- 
erate plan the Labor party approved, a 
month before the 1945 general elec- 
tion, for setting up a National Coal 
and Power Corporation, in which coal, 
gas, and electricity were to be run as a 
single industry! 

Of the rainbow plans politicians talk 
about so glibly, this one had an espe- 
cially grandiose appeal; but they 
dropped it like hot coals when they 
were shot into office. 

The fifteen months which have 
elapsed since the Electricity Bill was 
published—it first saw the light of day 
on January 10, 1947—have been al- 
most wholly occupied in “organizing 
personnel.” 
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Lord Citrine has talked about a 
£450,000,000 development program in 
his vesting day message to consumers, 
in broadcasts, and at several public 
functions ; but he had not (as of this 
writing) even outlined any of the steps 
to be taken to get that “program” un- 
der way. Nobody in Great Britain, as 
far as I am aware, has the foggiest idea 
what form the program is going to 
take. We all know the “ultimate” re- 
sults hoped for. 


HERE has been a redistribution of 

personnel for the purpose of staff- 
ing the new managerial bodies—the 
BEA and the fourteen area boards— 
but there has been no indication so far 
that they have been primed for or capa- 
ble of carrying out new methods and 
practices likely to start an industrial 
millennium. I would venture that pre- 
diction for two reasons : 


1. There are so many square pegs in 
round holes in the new setup, and 

2. The blight of Civil Service rigid- 
ity is a source of constant danger 
among a personnel which has hitherto 
enjoyed the freedom of an elastic sys- 
tem. 


Right up to the establishment of the 
BEA the electricity industry in Britain 
was incomparably the most progres- 
sive and most successful of any of the 
key industries, and heid its own by 
comparison with any of the industries. 

Year by year for twenty-odd years 
it had forged ahead, steadily at first, 
then rapidly. By 1939, 90 per cent of 
potential consumers had a supply avail- 
able. Tariffs were 60 per cent cheaper 
than in 1931, 

Even during the war, when basic 
materials went up nearly 100 per cent, 
wages by 75 per cent, and the general 
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cost of living rose by 40 per cent, elec- 
tricity alone of the items in the family 
budget actually fell by 40 per cent. 
Every improvement in the service, 
screamed about by Socialist orators in 
and out of Parliament, was actually 
well under way until the war forced 
a halt. 


AX of this was accomplished because 
the best brains in the industry 
were devoted to it. Their enthusiasm 
and labor were encouraged by proper 
incentives characteristic of the industry 
up to the formation of the BEA. This 
is not the case today. 

I have no means of knowing how 
many applied for the several hundred 
jobs advertised as vacant in the BEA 
itself and in the fourteen areas—where 
the boards will be responsible for dis- 
tribution. But I do know who have not 
got jobs, either with the BEA or an 
area board. These include practically 
all the topmost men of the industry who 
led the astounding advance of the past 
twenty years. 

Some of the most responsible jobs 
have gone to men who would not have 
been regarded by a municipality or a 
private company as qualified even for 
less important positions. 

Among the chairmen of areas there 
are at least three glaring examples of 
political appointments. They are men 
with no practical electrical background. 
None of them can possibly owe his 


promotion to anything but his trade 
union record. 

Some of the others to be given these 
“higher” positions are well known in 
the industry to be inferior to the men 
appointed to be their deputies. Some | 
know of my own personal knowledge 
have been rejected in the past when 
seeking employment in far less re- 
sponsible positions than Socialism has 
found for them. 


Soe of the deputies had higher sala- 

ries under free enterprise than 
their present chiefs are getting. Some 
of the chairmen are getting much more 
then they could ever hope for under 
competitive conditions in the industry. 

Those who have stepped out of trade 
union offices to take control of an elec- 
tricity area have rocketed upwards fi- 
nancially. Where they were paid in 
hundreds of pounds they are now paid 
in thousands. 

No regard is paid to the fact that the 
areas differ enormously in important 
characteristics. Some demand the high- 
est qualities of administrative, mana- 
gerial, and technical skill. Others are 
comparatively simple routine jobs, But 
they are all called by the same name and 
so they carry the same salary. 

All the biggest plums having been 
grabbed, and the smaller disposed of, 
it was decided that all the still smaller 
jobs must be advertised “as the only 
fair way of discovering the best among 


z 


Britain, in units per head of the population, rose from 73 to 


q “BETWEEN 1921 and 1944 the consumption of electricity in 


700 ; and in the same time the population increased by 2,000,- 


000. Moreover, during this time British and American 
electrical engineers were guiding the Russians in the building 
of their electricity industry.” 
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those willing to continue in the indus- 


try. 


B” they did not advertise for the 
best men. Only for men who 
would be willing to do the jobs at a 
flat rate. In these advertisements all 
vacancies were graded by Civil Serv- 
ice rule-of-thumb method. That is the 
Civil Service all over. The job is cata- 
logued as worth so much a year. 
Whether performed well, superlatively 
well, or with touches of genius, the 
flat-rate salary scale must prevail. This 
method discovered “the best among 
those willing to serve” but not the best 
in the industry. 

Many of the best, to my personal 
knowledge, would have nothing to do 
with the proposed new setup. Am- 
bitious and sure of themselves, they 
rightly judged that a job carrying a 
low “ceiling” salary fixed on Civil 
Service models was not worth bother- 
ing with. If fixing a “ceiling” —and a 
pretty low one at that—is not one of 
the surest ways of guaranteeing medi- 
ocre service, I would pay something 
to know what is. 

While some fifteen months have 
been spent finding the personnel it is 
nervously hoped will make a bigger 
success of the industry than was possi- 
ble under the old municipal ownership 
and free enterprise management, little 
or nothing has been done on the con- 
sumer side of the new setup. 


hs. act promised that consumer 
interests would be the special care 
of consultative councils, one of which 
was to be established in each area. 
These were to be composed of repre- 
sentatives of public bodies which could 
speak for agriculture, commerce, in- 
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dustry, labor, and local municipal 
authorities. 

There is no sign of the consultative 
councils going into action yet. It looks 
as if every major decision area boards 
may have to make will have been made 
before some of these councils are even 
appointed. In the circumstances the 
ministerial assurance that “consulta- 
tive councils will safeguard consumer 
interests” has a farcical ring; it is defi- 
nitely going back on promises. 

That, however, seems to be usual 
for them. Just as they failed to keep 
their promises to give the public a 
cheaper and better service, rapid ex- 
tension of installations and uniform 
tariffs, immediate standardization of 
equipment, and the abolition of con- 
tributory fees, so are they playing 
shareholders false. 

Again and again they declared that 
expropriation was not their policy, Had 
they said anything else they would 
have forfeited the support of the great 
mass of the British people, who are 
fundamentally sticklers for straight 
dealing. 


8 power, however, they sing a dif- 
ferent tune. They do not hesitate 
to take over the property of electricity 
shareholders at from 35 per cent to 40 
per cent below real values, in the name 
of democracy. 

Our own case may be taken as typi- 
cal. The take-over price of Edmund- 
sons’ shares has been arbitrarily fixed 
at 31/6d. Their true value is over 
52/—. I estimate that our sharehold- 
ers are being mulcted at a minimum of 
one pound per share. This can only be 
described as a capital levy on Edmund- 
sons alone, amounting to nearly £7,- 
000,000. 
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Electric Industry Most Successful of Key Industries 


66 Picut up to the establishment of the BEA the electricity industry 

in Britain was incomparably the most progressive and most suc- 

cessful of any of the key industries, and held its own by comparison with 

ANY of the industries. Year by year for twenty-odd years it had forged 

ahead, steadily at first, then rapidly. By 1939, 90 per cent of potential 
consumers had a supply available.” 





But companies are not the only suf- 
ferers, Municipalities protest that they 
are being robbed of £200,000,000. 
They set up a terrific clamor. The only 
result was an astounding gesture from 
the government—an offer to divide 
£5,000,000 among them, . 

Incensed by the government’s in- 
transigeance, many municipalities set 
about disgorging their electricity as- 
sets as fast as possible before vesting 
day. Exeter lifted*£30,000 out of its 
reserves for rates (local taxation) re- 
lief. Hastings gave away something 
like £20,000 in the form of rebates on 
consumers’ accounts. Many other mu- 
nicipalities allowed handsome rebates 
—one going up to 50 per cent. 


HESE revelations were made to 
the House of Commons when the 
Minister of Fuel and Power informed 
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members that he was making an order 
designed to hamstring municipal gen- 
erosity of this kind. 

“I am sorry to have to tell the 
House,” he said, “that in certain cases 
our confidence in the local authorities 
in this matter has been misplaced. 
There have been cases where large re- 
bates have been granted to consumers 
as a sort of parting present from the 
municipal undertakings.” 

What will happen if councils defy 
the order it is hard to say, There is 
nothing in the Electricity Act entitling 
the government to recover from the 
municipalities any money “dissipated” 
in this way, and a ministerial order 
does not carry legal authority to re- 
cover money from a public body. 

Incidentally, the companies, not un- 
naturally, are getting a kick out of this 
fracas between the government and the 
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municipalities, because private compa- 
nies alone were suspected by the So- 
cialists of being liable to “dissipate” 
assets before vesting day ; and to guard 
against that severe penalties were pre- 
scribed in the act against any director 
who engaged in such a disgraceful 
proceeding ! 

The confidence of the Socialists in 
respect to certain local authorities, 
however, appears, putting it mildly, to 
have been “misplaced.” 


T= is disregard of public in- 
terest in all this nationalizing 
business ; that is the government’s eva- 
sion of regulation to protect the public. 
By employing the corporation device, 
the Socialists circumvent parliamen- 
tary control of any of the industries 
now described as “belonging to the 
people.” 

The formula is simple but devastat- 
ingly effective. When MP’s ask ques- 
tions about either of the “corpora- 
tions” —which includes the BEA—the 
Minister has only to say, “That is a 
matter for the executive concerned,” 
and that finishes it. 

The “executive concerned” is not a 
member of the House, and therefore 
not responsible to the Members. Thus 
Members cannot ask Mr. Gaitskell to 


account for the conduct of Lord Citrine 
and his boys. And Lord Citrine, being 
answerable only to the Minister, can- 
not be questioned by the public. 

It requires little imagination to grasp 
the significance of this state of affairs. 
Pitiably enough, the unsuspecting 
British workingman was induced to 
vote Socialist on the understanding 
that by being able to turn Members out 
of Parliament, he could thereby con- 
trol nationalized industries. He was 
told that if the state employers did not 
do what he wanted he always had the 
remedy in his own hands, He could call 
upon his Member to insist that the state 
should do what he wanted doing. If the 
Member proved unequal to the task he 
could be kicked out of Parliament. 


HUS was the workingman led to 

believe that Parliament, the chosen 
representative of the people, would 
control the nationalized industries. But 
now, too late he finds that Parliament 
has no control over the industries said 
to be owned by the people. 

What a gruesome caricature of 
public probity! 

Socialism in action! May it be a 
warning to American businessmen, 
American workingmen, the American 
public—all. 





Weakness of British Socialism 


‘ om | po not believe in the capacity of the state to plan and enforce an 
active high-grade economic productivity upon its members or 
subjects....I am sure that this policy of equalizing misery and organizing 
scarcity, instead of allowing diligence, self-interest, and ingenuity to pro- 
duce abundance, has only to be prolonged to kill this British island stone 
dead. We are told, and I am told, that we Conservatives have no policy. 
... Here is the policy: Establish a basic standard for life and labor and 
provide the necessary basic foods for all. Once that is done, set the people 
free—get out of the way and let them all make the best of themselves, 
and win whatever prizes they can for their families and for their country.” 


—WInNsTon CHURCHILL, 


Minority Leader, British House of Commons. 


755 


JUNE 3, 1948 





Mobilizing the Nation’s Power 
For National Defense 


The part that electric energy would play must be codrdinated and fitted 

into the plans for general industrial mobilization and the electric light 

and power companies, says the author, will do whatever is decided upon 
after careful and thoughtful analysis. 


By PURCELL L. SMITH* 
PRESIDENT, NATIONAL ASSOCIATION OF ELECTRIC COMPANIES 


, \HE adequacy of our national de- 
fense is today an uppermost sub- 
ject in the minds of all citizens. 

The reasons are obvious. Our unpre- 
paredness in 1940 and 1941 has not 
been forgotten. Pearl Harbor taught 
us the suddenness with which war can 
come. The atom bomb has dramatized 
the vulnerability of cities and civilian 
populations to the horrors of modern 
total war. Finally, our relationship 
with Russia has led to the realization 
that, if diplomacy fails to maintain 
peace, a country must be prepared to 
defend herself. 

While no clear-cut pattern has de- 
veloped as to what the ultimate defense 
program will be—it is quite nebulous 
at the moment—it is clear that until 
and unless there is a definite improve- 
ment in foreign affairs the future will 


*For personal note, see “Pages with the 
Editors.” 
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see increased Federal expenditures 101 
peace and preparedness. The Congress 
already has adopted a 4-year, $17 bil- 
lion, foreign aid program, par- 
tially as a war preventative, and it is 
taking the lead in urging an air force 
superior to that of any other nation. 

As the program crystallizes, the 
leaders in every industry will examine 
that program to determine how it can 
best codperate to further the national 
objectives. Since power is a first es- 
sential to production, whether that 
production is for peace or for war, it 
is only natural to discover that much 
wonderment exists concerning what 
the electric light and power industry 
might be called upon to produce and 
perform in connection with a program 
of increased defense preparedness. 

It is doubtful if by the date this ar- 
ticle is printed that extensive planning 
will be very definite. Authorizations 
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and appropriations will not have been 
completed by the first of June, and 
after Congress adjourns this year, a 
prodigious amount of work and time 
will be required to determine the de- 
tailed steps necessary to attain the de- 
sired accomplishment. The general 
subject, as is well known, is being 
thoroughly considered and planned by 
the Munitions Board of the Depart- 
ment of Defense and by the National 
Security Resources Board. Both are 
enlisting the assistance of the industry 
in making recommendations and de- 
cisions. The latter board has commit- 
tees of several members, each actively 
engaged in careful studies. It is under- 
stood that other Federal agencies are 
engaged in explorations of the possi- 
bilities of action, 

The part that electric power would 
play is not an isolated one; it is a part 
that must be codrdinated and fitted 
into the necessities and limitations of 
other industries. The ramifications into 
a major portion of the economy of the 
country may have tremendous effects 
throughout the United States. It seems 
that no one, nor any group, is presently 
in a position to speak with definite au- 
thority or finality on the subject. These 
can be merely the notes of a very much 
interested observer who is keenly in- 
terested from many viewpoints. 


A additional report, which is of im- 
portance to all industries, was 
released April 26th by the Special Com- 
mittee (of the Senate) Investigating 
the National Defense Program. It is 
entitled “Industrial Mobilization for 
War,” and is a summary of review 
and expert testimony on the subject. 
Among numerous valuable and pointed 
paragraphs are the following: — 


757 


“A plan for industrial mobilization 
which can be put into effect efficiently 
and on short notice is fully as impor- 
tant as the development of armaments 
or the maintenance of a powerful mili- 
tary force. Therefore, as a nation we 
should be constantly mindful of the 
need of an adequate industrial mobi- 
lization plan which is currently revised 
to meet changing conditions. However, 
no plan has any value unless it is put 
into effect. In the last war it was not 
our failure to have prepared a meri- 
torious plan, rather it was a failure to 
quickly put this or any similar plan 
into effect. The committee does not 
feel that any useful purpose would be 
served in attempting to assess any in- 
dividual or group responsibility for 
such a failure. It is the hope of the 
committee, however, if the need for an 
industrial mobilization plan is con- 
stantly emphasized, that history will 
not repeat itself in this regard. 


“The almost unlimited funds appro- 
priated by the Congress for war pur- 
poses, the application of mass-produc- 
tion techniques to the manufacture of 
weapons and supplies, our fortunate 
position in industrial capacity and nat- 
ural resources, together with the en- 
thusiastic and patriotic support of the 
American people, were such powerful 
forces that an excellent record was 
made in spite of hesitation, procrasti- 
nation, delay, conflict, and confusion 
in the central management of war pro- 
duction, It should be pointed out, how- 
ever, that none of these forces may be 
sufficient in the event of another war 
unless we are constantly alert and 
thoroughly prepared. 

“It is hoped that this report will 
serve as a reminder to those in posi- 
tions of authority of their great re- 
sponsibility to the American people to 
be prepared to mobilize industry effec- 
tively and on short notice. The alter- 
native may well mean complete 
destruction. 
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Construction of New Electric Power Facilities 


« 


‘... neither the Federal government nor any other government can 
build electric generating or transmission facilities any faster than the 
business-managed electric companies. So far as the immediate 
future is concerned, any new projects undertaken will require at the 
minimum from two to three and one-half years to complete them.” 





“It takes great amounts of time to 
plan and develop new weapons and 
materials, to build and test the proto- 
types, and to plan and install the ma- 
chinery necessary to manufacture such 
prototypes in volume if and when re- 
quired. If all that is done, and suffi- 
cient war material is manufactured to 
equip test units so that strengths and 
weaknesses can be tested in actual field 
maneuvers and practices, we will be 
able to make a worth-while industrial 
mobilization plan that will provide for 
the immediate conversion of industry 
from peacetime to wartime production. 
Such an industrial mobilization plan 
should provide for the mobilization of 
every facility needed to keep our in- 
tricate industrial machine in operation. 
This would include not only manufac- 
turing facilities but every other related 
facility such as transportation, public 
utilities, and the many other services 
upon which industry must depend. 
The knowledge among other nations 
that we are prepared to do so will give 
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pause to possible future aggressors 
and we will not have to prove for the 
third time by actually fighting a war 
that we are capable of defending our- 
selves and of defeating potential 
enemies. 

“An emphasis on the quality of arms 
rather than the quantity not only will 
provide a greater assurance of defense 
to our Nation and a lesser expenditure 
of dollars but in addition will provide 
assistance to industry in acquiring 
new facilities and developing new tech- 
niques which will be exceedingly valu- 
able in peacetime and a major assur- 
ance in keeping the United States 
technically ahead of the rest of the 
world. 

“Good planning, done well in ad- 
vance of the emergency, and kept up to 
date, should render impossible a re- 
currence of the scandalous waste in- 
herent in the hastily conceived proj- 
ects which were ordered in construc- 
tion without any sound analysis of the 
problems which would be encountered 
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and the benefits which might be ob- 
tained.” 


[' can be emphatically stated that the 
electric light and power industry 
will do whatever is decided upon after 
thoughtful and careful analysis. The 
industry will frequently be expressing 
with firmness what its recommenda- 
tions are, based upon experiences dur- 
ing World War II and just prior there- 
to, and its experiences since VJ-Day. 

Considerable interest has been stimu- 
lated in the industry by several pre- 
liminary discussions, but of course defi- 
niteness is impossible without goals be- 
ing set by the government, both as to 
a short- and a long-term program. Ob- 
viously, it cannot be ignored that many 
changes in the executive departments 
of the Federal government may occur 
next January, which will not result in 


a change in general policy but may 
bring about variations in planning as 
well as administration. 

A most important fact is that, to be 
well ahead of demands, the privately 


owned electric systems will have 
added since VJ-Day and through 1951 
approximately 14,000,000 kilowatts of 
generating capacity, and extensive 
transmission additions and improve- 
ments. It is estimated that the public 
agencies will have added about 4,000,- 
000 kilowatts during that period. The 
aggregate is an increase of about 34 
per cent over the capacity of August, 
1945. An increase in the productive 
capacities of all important industries 
of 34 per cent since VJ-Day would 
presumably be entirely adequate for 
whatever our eventual defense program 
may need to have, except for a few 
possible special industries, but this 
probably cannot be done and will not 
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be done in the next four years, There 
are too many limitations upon ability to 
expand general industrial productive 
capacities to such an extent—the case 
of steel being a notable one. It is true 
of other industries and raw materials 
as well. Another limiting factor, of 


‘course, is the labor force available 


which is now practically completely 
employed. 


S° much for the long pull. What 

about the short term and what are 
our means of a quick and substantial 
enlargement of defense equipment and 
supplies? It has been suggested often 
that the work week be extended beyond 
the present forty hours generally in 
effect. Many manufacturing plants, 
factories, and shops could again run on 
two and three shifts per day provided 
they could get sufficient materials to do 
so and could obtain the man power and 
woman power necessary to do the job. 
The supplying of both the materials 
and people to work them would mean 
that some industries would be required 
to curtail substantially, if not cease, 
producing for normal peacetime living 
enjoyment, The problem would not be 
any simpler if large numbers of peo- 
ple were called upon to expand the 
Armed Services to bring them up to 
probably new quotas of minimum 
strength. 

Let us not repeat the mistakes of the 
period from 1940 to 1945 in whatever 
program is carried out. They are suffi- 
ciently recent to have become indelibly 
impressed upon the minds of thousands 
who participated in the hurried scram- 
ble of rushing into defense and war 
production, Many of those who en- 
gaged in the past effort will be the ones 
to carry out the new one. This is not 
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an alarmist article and the writer sin- 
cerely believes that the effort will be 
immeasurably less than the maximum 
of World War II to achieve and main- 
tain peace. Not being a prophet, how- 
ever, he knows that his belief can be 
wrong and may need to be modified by 
the unfolding of events, not within the 
control of our Federal government and 
our citizens. 


| | apron next year, if not sooner, a 
much clearer pattern of minimum 
defense requirements will be available 
than is at present. If the international 
situation requires it, acceleration must 
be applied. If the outlook is less pre- 
carious than it appears now, we can be 
less hurried in the preparation of a 
strong defense position. Electric power, 
while an essential element, is no more 
so than many of the others. All steps 
necessary with respect to all factors 
should be streamlined and efficient. 
Many lessons were learned during 
World War II of what not to do as 
well as what is best in guiding our 
future preparations. 

Congressional committee investiga- 
tions and hearings have disclosed a 
great many of them and undoubtedly 
executive department reviews and 
analyses contain hundreds of them, In- 
dustrial gatherings in all branches of 
industries all over the United States 
have discussed efficient and economical 
ways of accomplishing good defense 
preparations. The very best experi- 
ences and judgments should be em- 
ployed to the utmost in the most effec- 
tive manner before decisions are made 
with regard to what is needed and 
when. The Department of Defense 
should say what items and what quan- 
tities should be produced and enumer- 
ate the ones it first needs and the others 
JUNE 3, 1948 


in successive order. Only then can in- 
telligent and efficient production be at- 
tained for the maximum useful pur- 
poses. 

Electric power will not be a bottle. 
neck. Some shifting of loads may be 
required and, as stated before, some 
other industries will have to change to 
two and three groups working per day 
rather than one. In this way generating 
capacities will be utilized more hours 
per day than in normal peacetimes. It 
will be reminiscent to a large degree 
of what took place during the years 
1940 through 1945 on the part of a 
very great number of manufacturing 
plants and shops which produced enor- 
mous quantities of defense and military 
supplies. 


agen power will be provided and 

operated more smoothly if no im- 
pediments are put in the way of achiev- 
ing maximum results. Commission 
regulatory procedures should be 
prompt, practicable, and reasonable. 
There have been several suggestions 
for this and among the helpful ones 
would be the enactment of HR 2972 
and HR 2973, introduced by Repre- 
sentative William Miller of Connecti- 
cut, and an amendment thereto recom- 
mended by Walker Cisler, executive 
vice president of the Detroit Edison 
Company, for the specific purpose of 
aiding a national defense program. Its 
particular language is as follows: 


‘ 


‘. . . The commission shall not have 
jurisdiction over the facilities or dis- 
tribution system of any two presently 
interconnected utilities,’ or that may 
hereafter be interconnected and whose 
respective generating facilities are lo- 
cated entirely within a single state, 
foreign country, province, or subdivi- 
sion thereof if— 


1 ¢.9. “Located in two different states.” 
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“(1) the electric energy passing 
over such interconnection does not 
during any calendar year exceed in 
aggregate amount five (5) per cent 
of that sum which represents the gross 
annual generation and purchase of 
kilowatt hours of electric energy of 
both the interconnected companies, 
and, 

“(2) any such interconnected com- 
pany does not engage in the sale of 
electric energy to consumers resident 
in another or adjoining state, foreign 
country, province, or subdivision 
thereof.” 


t should be added that neither the 
Federal government nor any other 


government can build electric generat- 
ing or transmission facilities any faster 
than the business-managed electric 
companies. So far as the immediate fu- 
ture is concerned, any new projects un- 
dertaken will require at the minimum 
from two to three and one-half years 
to complete them. Therefore, it is a 
matter of utilizing existing facilities 
and those far enough under construc- 
tion to be of use at an early date. The 
companies are well advanced in their 
programs—retarded only by delays in 
delivery on the part of equipment 
manufacturers who are doing their 
work as rapidly as possible. 








The Price We Pay 


¢ op is a growing complaint in the Far West that eastern Con- 

gressmen are deliberately holding back western power develop- 
ment by the Federal government, on the grounds that it might result in a 
shift of industries from the Atlantic coast to the Pacific coast states. The 
complaint is heard most loudly in states such as Oregon and Washington, 
whose congressional representation is too small to prevail against the big 
delegations from the heavily populated East. 

“That situation is the inevitable consequence of the Federal power 
policy that was started fifteen years ago. The threat of unmeetable, sub- 
sidized competition, and expropriation of property virtually stopped power 
development by private industry. Entire regions became dependent on the 
Federal government for dams and other facilities. Local control, local 
initiative, and local pride were lost. 

“Prior to that time, new sources of power were developed in the West, 
and everywhere else, as rapidly as the region could absorb the output. 
Construction was always well ahead of demand. Private power companies 
aggressively sought new customers. Investors were eager to put their 
savings into a stable, expanding business. No one had to deal with Con- 
gress or some ‘authority’ when they wanted electricity. Local money and 
local enterprise, under public regulation, did the job. 

“Now the West is seeing what always happens when centralized govern- 
ment becomes the dominant economic and industrial factor in our lives. 
All other parts of our country and the rest of the world which have looked 
to socialized enterprise instead of free enterprise for progress are in the 
same boat. The decisions as to who can have what, and when, are made 
by public officials far removed from the areas of individuals affected. 

hat is the tremendous price we pay when we surrender our rights and 
responsibilities to the socialists.” 

—Excerpt from editorial statement from “Service,” 
published by The Kansas Power & Light Company. 
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A Negotiated Security Sale 
Can Still Work Well 


During recent years the trend towards competitive bidding in 

the handling of public utility security issues has raised some 

question as to the effectiveness of negotiated sale practices. Here 
is an account of a recent and successful negotiated sale. 


By B. C. TAYLOR* 
VICE PRESIDENT, DAYTON POWER & LIGHT COMPANY 


HE Dayton Power & Light 
Company negotiated the sale of 


$17,500,000 par value, preferred 
stock, 3.75 per cent series A and-series 
B, cumulative in June, 1947, to invest- 
ment bankers, selected by the company, 
to be reoffered through the usual chan- 
nels of distribution, this procedure be- 
ing chosen in preference to competi- 
tive bidding. So that my meaning may 
be clear a few definitions are in order. 

In using the phrase “negotiated 
sale,” I refer to the practice of selling 
new issues of corporate securities to 
investment bankers, selected by the 
company, for reoffering to the invest- 
ing public through the regular chan- 
nels of security distribution. 

In using the phrase “competitive 
bidding,” I refer to the practice of 
placing new issues of corporate securi- 
ties on the auction block to be sold to 
the highest bidder who will make the 
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purchase and reoffer the securities to 
the investing public. 

This issue of preferred stock offered 
several interesting problems. The issue 
of the series A preferred stock, in the 
amount of $10,000,000 par value, was 
to include an exchange offer to the 
holders of the company’s outstanding 
cumulative preferred stock, 44 per cent 
series, on a share-for-share basis, with 
a cash adjustment, and required an 
agreement by the underwriters to pur- 
chase all shares of series A stock, un- 
exchanged at the expiration of the ex- 
change offer, at a price determined 
upon at the time of making the ex- 
change offer, resulting in a waiting 
period of seven days between the time 
the price was agreed upon and the date 
the unexchanged shares could be re- 
offered for sale by the underwriters. 
The series B preferred stock, in the 
amount of $7,500,000 par value, which 
had tax characteristics different from 
the series A stock, was to be reoffered 
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for sale by the underwriters immedi- 
ately upon the registration statement 
becoming effective. 


I deciding to sell this issue of pre- 
ferred stock by a negotiated sale to 
underwriters selected by the company, 
our principal consideration was to make 
an issue of stock which would most 
enhance the reputation and credit of 
the company, would contain proper 
provisions for the protection of in- 
vestors, and which would not be bur- 
dened with captious provisions which 
do not protect the investor but which 
might interfere with the progress and 
successful operation of the company. 
It was felt that the best way to secure 
an issue of this character would be to 
have detailed study by, and free nego- 
tiation between, two sets of skilled per- 
sons, on the one hand primarily fa- 
miliar with the affairs of the company, 
and on the other hand primarily fa- 
miliar with the conditions of the mar- 
ket and the requirements of investors, 
the reputation and future of each of 
whom depended upon the success of 
their joint efforts. Under such condi- 
tions a well-handled financial negotia- 
tion would surely be the result. 

The decision in favor of a negotiated 
sale of the company’s new preferred 
stock now under discussion does not 
mean that the company is against com- 
petition among investment bankers. 
That competition exists today, and 
should continue to exist. In fact, com- 
petition was present throughout the 
preparation and negotiations for the 
issue and sale of this stock, 


Choosing the Bankers 


fre a practical standpoint the rela- 
tionship between a company and 
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its bankers should be and is one of im- 
plicit trust and confidence, something 
not unlike the relationship between an 
individual and his lawyer or his doctor. 
They are specialists who render advice 
and service in times of great impor- 
tance and who have a strong sense of 
obligation to assist the company in 
meeting its financial requirements. 
They should be chosen principally on 
the basis of character, skill, ability, 
diligence, carefulness, and adequate 
capital. A good reputation for all of 
these (except the last) is established 
only by years of good performance. In 
seeking a banker we try to find the 
most skillful, the best informed, and 
one who trades the hardest to keep us 
from including provisions which, al- 
though to the advantage of the com- 
pany from the protective standpoint, 
are too disadvantageous to the in- 
vestor, From such negotiation a secu- 
rity will result which is a credit to the 
company and which will enhance and 
improve in value after it is seasoned 
and is held for awhile by the investing 
public. 

The same results cannot be obtained 
under competitive bidding, where the 
issuing company retains a lawyer and 
instructs him to prepare a preferred 
stock or bond issue. It is true that the 
issuer does not pay that lawyer ulti- 
mately, but it does find him and give 
him the job. Any narrow point, which 
may be resolved in favor of the com- 
pany or of the ultimate buyer of the 
stock or bond, is naturally resolved in 
favor of the company, and the com- 
pany does not come out with a strong 
issue. 


6 gow is a tendency on the part of 
the bankers under competitive bid- 
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ding, particularly those who urge com- 
pulsory competitive bidding, to con- 
sider only the price, giving little or no 
consideration to the credit of the com- 
pany or the character of the securities 
they are selling. I also believe there is 
a distinct tendency to mark up prices 
beyond the real value in the market. 
This is true particularly in a seller’s 
market, and inevitably results in dam- 
age to the issuer’s credit and standing 
among investors. Competitive bidding 
has been used as a standard practice 
for a great many years in selling cer- 
tain standard products, but it is obvious 
that it is not adapted to all sales of 
property or to the procurement of con- 
fidential and specialized services. For 
example, no one would think of mak- 
ing use of competitive bidding in em- 
ploying a doctor or a lawyer. 

It seems to me that, in the world of 
private enterprise, business managers 
should have the right to decide for 
themselves whether their companies 
are best served by investment bankers 
chosen by the company in whom they 
have full trust and confidence, or by 
the casual contacts that result from 
competitive bidding for new security 
issues. 


Financial Advice 


M*: corporations go to the capi- 
tal markets at infrequent inter- 
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vals for new money when it is needed 
in comparatively large amounts. Gen- 
erally speaking, the corporate officials 
charged with the responsibility for f- 
nancing cannot be as well informed 
about the markets, the terms and pro- 
visions of a stock which will produce 
an attractive security investment, or 
the interest of investors at the time the 
securities are to be sold, as the invest- 
ment banker who deals daily with many 
companies, investment dealers, and 
security buyers. 

We have found the advice and ex. 
pert counsel of the investment bankers 
selected by the company to be extreme- 
ly valuable. Without this service a cor- 
poration might unadvisedly set up a 
one-sided issue, without adequate con- 
sideration of the investor’s point of 
view. The investment banker is the 
third party, so to speak, standing be- 
tween the issuer and investor for the 
purpose of reconciling the interests of 
the issuer and investor for the benefit 
of both. This important service of as- 
sisting in formulating the financing 
plan, and determining the terms and 
provisions of the security to be issued, 
cannot be obtained from a financial 
adviser, if the company should employ 
one, primarily due to the absence of a 
sense of financial responsibility on the 
part of the adviser, who has no feeling 
of obligation to back up his advice. It 


a company and its bankers should be and is one of 


q “From a practical standpoint the relationship between 


implicit trust and confidence, something not unlike the rela- 
tionship between an individual and his lawyer or his doctor. 
They are specialists who render advice and service in times 
of great importance and who have a strong sense of obliga- 
tion to assist the company in meeting its financial require- 
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is obvious that these services cannot 
be secured satisfactorily if the securi- 
ties are sold at public auction; certainly 
not from the successful bidder. 


General Financial Market Conditions 


Pi por: consideration to the un- 
usually high credit position of 
the company and the general reputa- 
tion of its management, it was believed 
that under such circumstances the com- 
pany could secure, by direct negotia- 
tions with underwriters, more favor- 
able terms than could be secured by the 
very impersonal procedure that pre- 
vails under competitive bidding. 

At the time the issue was being pre- 
pared for the market, the general tone 
of the financial markets was not very 
strong. It was felt by the management 
that in a market situation typified by 
frequent sinking spells and the general 
pessimism that accompanies such sink- 
ing spells, it would be desirable to rely 
upon negotiations with underwriters in 
whom the company had the utmost 
confidence. It was believed that if the 
financial market should be taking a bad 
turn at the time of signing the under- 
writing agreement, the underwriters 
with whom the company had been nego- 
tiating would be more apt to consider 
the company from a long-term view- 
point than on the basis of the immedi- 
ate market conditions then prevailing. 
This would not be true in the case of 
competitive bidding, where bids are 
submitted based solely upon the pre- 
vailing market conditions, and where 
usually no bids are received when the 
market is taking a bad turn. 


Distribution of Preferred Stock 


> gees ownership of a company’s 
securities to the maximum possi- 
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ble extent has long been recognized as 
a desirable factor in a company’s rela- 
tion with its investors. The home se- 
curity holder sees the company’s physi- 
cal properties, and its various activities 
and services, and has a more personal 
interest in the company. His criticisms 
are more apt to be constructive, and, 
it is believed, his investment the more 
permanent. 

A substantial proportion of the com- 
pany’s outstanding cumulative pre- 
ferred stock, 43 per cent series, $10,- 
000,000 par value, was held by resi- 
dents of Ohio and by Ohio institutions, 
with a very substantial number of 
stockholders within the territory served 
by the company. Series A, 3.75 per 
cent preferred stock ($10,000,000 par 
value), was offered in exchange for the 
cumulative preferred stock, 44 per 
cent series, on a share-for-share basis, 


‘with a cash adjustment, For the above 


reasons it was the desire of the com- 
pany that, if possible, this percentage 
should be maintained or increased. By 
negotiation with the managers of the 
underwriters, the company was able to 
insure good underwriting coverage in 
the state of Ohio. An underwriting 
group of forty-four underwriters was 
formed, twenty of whom were located 
in Ohio. This arrangement insured a 
good distribution of the stock in Ohio 
and with the effort of the underwriters 
in making exchanges of stock and se- 
curing new stockholders in Ohio, it re- 
sulted in more than 50 per cent of the 
stockholders of both series A and se- 
ries B being located in Ohio. An un- 
derwriting group tailored to meet the 
desires of the company as to distribu- 
tion would not be possible in the event 
that this transaction had been handled 
by competitive bidding. 
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Home Ownership of Securities 


66 Ef ome ownership of a company’s securities to the maximum 

possible extent has long been recognized as a desirable fac- 

tor in a company’s relation with its investors. The home security 

holder sees the company’s physical properties, and its various activ- 

ities and services, and has a more personal interest in the company. 

His criticisms are more apt to be constructive, and, it is believed, 
his investment the more permanent.” 





Factors Other Than Price 


N many transactions, not connected 
with the sale of securities, price is 
not necessarily the determining factor 
as to the best terms obtainable. Among 
the factors other than price are: 


1. The general expertness and skill 
of the other party in his particular field 
of endeavor ; 

2. The relative qualities of mer- 
chandise being offered for sale; 

3. General factors of personality and 
organization of the other party; and, 

4. The reputation of the other party 
for integrity and fair dealing. 


Similar factors prevail with respect 
to the sale of securities : 


1, The securities must be issued not 
only at a favorable price to the com- 
pany but at a correct price to the pub- 
lic. An overpriced security, especially 
a stock, hurts the general reputation of 
the company with the public and makes 
future financing more difficult ; 

2. The securities must be sound from 
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the point of view of the investor and 

the company ; and, 

3. The securities must be distributed 
by reputable organizations in order 
that the credit standing of the com- 
pany will not be damaged. 

These factors are of extreme impor- 
tance to the public serviced by the com- 
pany and to its stockholders. In an ex- 
panding business organization future 
financing and sales of securities to the 
public must be contemplated and pro- 
vided for. Every expanding company 
must have a comprehensive financial 
plan, in which consideration is given 
to the entire prospective financial needs 
of the company, and into which the 
particular security being issued should 
fit. Such an over-all plan needs careful 
and competent scrutiny, not only by 
the officers of the company but by in- 
vestment bankers who will assist the 
company in determining the character- 
istics of the currently contemplated se- 
curity, which are most compatible with 
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the over-all needs of the company and 
with the probable requirements from 
an investor’s point of view, 
Price 

nN the time the underwriting agree- 

ment was being signed the mar- 
ket for public utility preferred stocks 
was wavering and individual and insti- 
tutional investors were becoming hesi- 
tant in making commitments to pur- 
chase high-grade public utility pre- 
ferred stocks carrying a low dividend 
rate. 

In spite of the uneasy marketing 
situation existing at the time, an under- 
writing agreement was signed on June 
9, 1947, the scheduled date, providing 
for the offering of 100,000 shares of 
series A preferred stock in exchange, 
on a share-for-share basis, for the 
cumulative preferred stock, 43 per cent 
series, all unexchanged shares to be 
taken up by the underwriters. The 
agreement also provided for the sale 
of 75,000 shares of series B preferred 
stock to the bankers at $100.30 per 
share and in turn were offered to the 
public at $102 per share, which pro- 
duced a yield of 3.67 per cent to the 
investor, The 46,177 shares of series 
A stock not taken in exchange for 
cumulative preferred stock, 44 per cent 
series, were taken up by the under- 
writers and offered to the public on 
June 16, 1947, at $101.50 per share, 
which produced a yield of 3.69 per cent 
to the investor. The underwriting 
spread or commission on each series of 
stock was $1.70 per share. 


O* June 18, 1947, just two days 
after the 46,177 shares of series 


A stock not taken in exchange were 
offered to the public, a large Ohio elec- 
tric utility sold 160,000 shares of 4.25 
per cent preferred stock by competitive 
bidding. This stock was sold at $103.- 
625 per share, to yield 4.10 per cent 
to the investor, and the underwriters 
charged a spread or commission of 
$2.435 per share, 

Although there is a possibility that 
investors might have considered the 
Dayton Power & Light Company 
preferred stock as a somewhat better 
security than the stock of the other 
Ohio utility referred to, nevertheless it 
appears that the sales of the preferred 
stocks of these two Ohio electric utili- 
ties, which were completed at almost 
the same time, the one by a negotiated 
sale and the other by competitive bid- 
ding, furnish an excellent opportunity 
to compare the results to be obtained 
by each type of transaction, and show 
that the results obtained from the sale 
of the Dayton Power & Light Com- 
pany’s preferred stocks were obviously 
better, both as to price and under- 
writers’ spread or commission, than 
those that would have been obtained 
by competitive bidding. 


Conclusion 


i* conclusion, it is believed that the 
above case history clearly demon- 
strates the unsoundness of compulsory 
competitive bidding, and shows that at 
least one public utility company, which 
had financing problems peculiar to it- 
self (every company has its problems), 
could not have obtained the best results 
if it had elected to sell its latest issue of 
preferred stock by means of competi- 
tive bidding. 
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New Uses for 


The Holding Company 


Are there still valuable functions which the holding 

company can perform under present-day organization 

of the electric utility industry in the United States 

and remain within the letter and spirit of the Public 
Utility Holding Company Act? 


By DAVID COWAN* 


, : \HE precise story of the utility 
holding company has still to be 
told. It should be pieced together 

as it constitutes a very full chapter in 

the economic history of this country. 

Fragments of facts can be obtained 
from many who played a key role 
from the very start. Certainly much of 
the episode is dull in a story-book sense 
and not likely to capture the imagina- 
tion as does, say, the pony express or 

the driving of a last spike to link a 

continent, But the linking of vast areas 

with power lines and bringing to iso- 
lated farms the boon of electricity came 
after Currier & Ives, and who knows 
how these enterprising people would 
have portrayed it. 

Like all pioneers, early power men 
had to be bold, daring, farsighted, and 


*Utility security analyst, Shields & Com- 
pany, New York, New York. 
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confident about the future when others 
were not. But like other early enter- 
prises there was a quota of rogues as 
well as heroes. 

To many persons, holding companies 
have an evil connotation; as though 
they were a device to get around some- 
thing and largely responsible for the 
debacle of 1929. That it was necessary 
to control them by an act of Congress 
merely clinches the argument. Much of 
this thinking stems, no doubt, from the 
long period they were under fire, with 
attacks against “the electric empire” 
much too frequent twenty years ago to 
be a collector’s item today. “Twelve 
huge combinations already control two- 
thirds of the nation’s electrical supply 
with further consolidations under 
way,” so reads the masthead of a full- 
page story in a New York daily in 
1926. By 1929, possibilities had nar- 
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rowed down to three and the same 
paper could then say: “Alignment of 
the country’s public utilities into three 
major groups was seen by public util- 
ity men last week as a sequel to the 
creation of a New York superpower 


9 


system. ... 


p the period we speak of, properties 
were often acquired hit-or-miss 
fashion; groups tried to head one an- 
other off ; later when securities became 
easy to sell, outsiders were drawn in 
and the tempo of activity rose as self- 
protection became the watchword. Per- 
haps a methodical unscrambling would 
have come later under more static con- 
ditions, but the 1929 panic checked the 
tide and legislation threw any such 
plan in the discard. 

The Senate was concerned as early 
as 1924, but a resolution then got no- 
where. Later, on February 13, 1928, 
came the famous SR 83 which directed 
the Federal Trade Commission to re- 
view the utility industry and report its 
findings to the Senate. A Republican, 
Judge Robert E. Healy, became its 
chief counsel. The complete report fills 
101 volumes, several of which appeared 
after the Public Utility Act of 1935 be- 
came law. (Title I of the act, signed 
August 26, 1935, is the Public Utility 
Holding Company Act, and Titles II 
and III are called for short, the Fed- 
eral Power Act. The Securities and Ex- 
change Commission administers the 
former and the Federal Power Com- 
mission the latter. ) 

Paralleling the Senate study was one 
carried on by the Committee on Inter- 
state and Foreign Commerce of the 
House and its general counsel was Wal- 
ter M. W. Splawn, now a commission- 
er of the ICC. This was a more modest 
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study of six parts conducted with 
rather less fanfare and in close codper- 
ation with the industry, but no less 
effective. Senator Wheeler’s bill and 
Representative Sam Rayburn’s in the 
House differed in degree and the 
future existence of holding companies 
hung in the balance. The House views 
prevailed on the hotly contested § 11 
and a compromise bill was passed with 
the harsher clauses left out, 

What kind of controls would have 
been set up had the devastating panic 
of 1929 not occurred is a subject of 
some interest. Here was a study begun 
in 1928 but carried on for the most 
part after a major catastrophe for 
which the utility industry was not al- 
together to blame, and the emotions 
and temper of the times are written 
into almost every line of the inquiry. 
With the perspective now of fifteen 
years, overshadowed by a war in which 
the utilities played a noble part, it 
should be possible to assess things in a 
better after-light. 


_— to the act, the industry re- 
ceived what was probably the most 
thorough going-over ever given to a 
private activity. The Federal Trade 
Commission examined the records of 
18 top holding companies, 42 subhold- 
ing companies, and 91 operating com- 
panies. Some of the best brains of the 
nation fought out the pros and cons of 
the subject. That some legislation was 
needed to curb the abuses which had 
seeped in is too obvious to deny, but the 
evidence piled up against holding com- 
panies was so great as to completely 
eclipse the service they had rendered 
and could still render. The evils of the 
system were catalogued pretty fully, 
an index of utility propaganda material 
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filling alone a volume of nearly 450 
pages. 

In one FTC report, the charge was 
made that: 


Prize contests have been held for school 
children on selected utility subjects and visits 
to utility plants have been arranged. 


Again, 


In Texas it was the custom to invite news- 
papermen to banquets and luncheons as guests 
of the (information) bureau, one of the 
purposes of this entertainment being to estab- 
lish relationship and friendship between men 
of the utility industry and newspapermen. 


One newspaper man who enjoyed 
the hospitality of the Public Service 
Company of Colorado back in 1925 
was swayed to write a thank-you letter 
in which he said he had learned more 
about the utility business and about the 
character of the men in it than he had 
ever dreamed of. . . . Maybe the next 
time a franchise matter or any other 
matter comes up concerning the utili- 
ties (he went on to say) he is not going 
to praise them, but he is going to tem- 
per whatever he has to say because he 
knows more about the business than he 
ever did before. The investigators then 
quoted the report of the Rocky Moun- 
tain Information Committee: 


This experiment of taking newspapermen 
to a utility convention was a complete suc- 
cess, We haven’t had a flareback. Next year 
we will take forty or fifty. 


Now all this is not cited to underrate 
the work that was done or to deny that 


e 


a thorough airing was needed, but it 
recaptures the spirit of the times, 


HE FTC summation listed 19 
major abuses, which included 
pyramiding, write-ups, management 
services charged in excess of cost or 
value, unsound accounting practices, 
and all the others which have since be- 
come familiar during administration of 
the act. In fact most, if not all, the 
abuses are so much of an accounting 
nature that it leads one to speculate 
whether it was necessary to do much 
more than legislate a massive § 11(b) 
(2), the “capital simplification” clause. 
Not much was said about the func- 
tions and advantages of holding com- 
panies, There seems little doubt but 
that the FTC staff looked with dis- 
favor on the utility holding company 
whatever its kind and whatever its past. 
Even thesingle-tier system was suspect, 
“Assuming that a policy of suppres- 
sion were adopted,” says the summary 
report in 1935, “the suggestion is some- 
times made that only the superholding 
company should be suppressed. This 
implied that the evils in permitting 
holding companies to directly own the 
stock of operating companies, provided 
such holding companies are not them- 
selves subsidiary to another corpora- 
tion, are not substantial enough to sup- 


tion; as though they were a device to get around something 


q “To many persons, holding companies have an evil connota- 


and largely responsible for the debacle of 1929. That it was 
necessary to control them by an act of Congress merely 
clinches the argument. Much of this thinking stems, no 
doubt, from the long period they were under fire, with attacks 
against ‘the electric empire’ much too frequent twenty years 
ago to be a collector's item today.” 
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port a policy of suppression. The rec- 
ord of our investigation does not wholly 
support such a position. . .. Measured, 
therefore, by the evils of which it has 
been guilty as well as by the evils of 
which it is capable, the 1-tier holding 
company presents most of the same 
problems as the pyramided holding 
company system.” Apparently the Con- 
gress thought otherwise for it allowed 
even the 2-tier system. 


A we look back over and beyond 
those tense years of 1928 to 1935, 
we can understand the problems which 
later created the abuses referred to. 
The need for large sums of equity 
money was as urgent then as it is today, 
except that utilities were not sought- 
after paper. Central stations were 
growing fast and, in addition to normal 
expansion, they were rapidly taking 
over the industrial load supplied by 
factory-owned plants. Not only was 
the initial capital investments huge in 
relation to profits and turnover but they 
had also to build for the future. Utili- 
ties are never in a position to check or 
even postpone for long their capital re- 
quirements, when these have become 
plainly urgent, for, unlike many other 
industries, management cannot very 
well stay put and let the other fellow 
do the expanding. 

In the 1917-1926 decade, plant in- 
vestment of the electric light and power 
industry grew 23 times, from $3.1 bil- 
lions to $7.9 billions. It matches in dol- 
lars the estimated growth for the next 
few years except that today the relative 
impact is much less than a $15 billion 
plant investment. In the early and mid- 
dle 1920’s the construction expendi- 
tures were vast even by present stand- 
ards and the $24 billion spent on plant 
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in the first four years of the decade had 
to be raised in some way. Utility securi- 
ties must not have been too alluring for 
the life insurance companies in those 
days inasmuch as they had barely 
$400,000,000 in this class or less than 
4 per cent of assets. They owned vir- 
tually no preferred and very little 
common. Compare this today with 
the nearly $7 billion of life assets in 
utilities and telephones, which is 15 
per cent of the total. 

In a word, securities had to be mer- 
chandised in a period when they were 
not too easy to sell, which may explain 
the “peculiar paper” that came on the 
market. There was an outpouring of 
participating stocks, convertibles, war- 
rants, options, class A and B’s, voting 
and nonvoting, and the like, and not 
only was the pitcher taken once too 
often to the well but several pitchers 
were taken several times too often. 


| Facing moved swiftly in those days. 
Sellers were in no mood to haggle 
over terms and the buyer who stood 
pat on values of original cost would 
have been left far behind in the race. 
In a growing industry it was not im- 
mediate values that were changing 
hands but future values and the seller 
set the price. Much was since made of 
these acquisitions above original cost, 
but it is curious that, as late as 1944, 
it was condoned and considered quite 
proper when Virginia Electric Power 
acquired Virginia Public Service 
(though the excess had to be written 
off), 

The case made against the utility in- 
dustry—and, of course, the holding 
company in particular—was stern. On 
the other hand, the early history was 
spread lightly on the record; not much 
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American Gas & Electric Company 


<4 Yip ae 2 Gas & Exectric could be called a ‘small town’ system in 

the sense that of the 2,000 communities it serves, only Fort 
Wayne, Canton, and South Bend have more than 100,000 population; 
in fact the average is 1,900. Its technical staff pioneered many develop- 
ments in the industry and in applying these to integrated systems.” 





was said about the beginnings, when 
capital was hard to get, when the de- 
pression of the 1890’s threatened to 
blot out the infant industry, and engi- 
neering firms had to step in to save it; 
in fact, when a good many people were 
skeptical about this whole business of 
the electric light. By the time the in- 
vestigation got under way some hold- 
ing companies could already show more 
than a quarter-century of achievement 
and here are a few: 

The original American Gas & Elec- 
tric Company was formed as early as 
1906 to acquire Electric Company of 
America. Under the guidance of 
George N. Tidd, who was for thirty- 
seven years an executive and for 
twenty-four years its president, being 
succeeded in 1947 by Philip Sporn, 
previously executive vice president, the 
company became an outstanding ex- 
ponent of the best in holding company 
management and planning. Its central 
system, permitted to be kept under the 


act and which last year produced over 
10 billion kilowatt hours or almost 4 
per cent of U. S. production, has been 
cited as a model for integrated systems. 

American Gas & Electric could be 
called a “small town” system in the 
sense that of the 2,000 communities it 
serves, only Fort Wayne, Canton, and 
South Bend have more than 100,000 
population; in fact the average is 
1,900. Its technical staff pioneered 
many developments in the industry and 
in applying these to integrated systems. 


Aw although Columbia Gas & 
Electric Corporation was formed 
in 1926 to bring together Columbia 
Gas & Electric Company and Ohio Fuel 
Corporation, its predecessor systems 
had their origins much before that. 
They jointly controlled gas property in 
West Virginia and Kentucky and these 
systems were probably the first to make 
distribution and sale of natural gas a 
major business. Ohio Fuel, organized 
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by George W. Crawford and associ- 
ates, owned large gas properties in 
Ohio and Pennsylvania and was in- 
strumental in developing the natural 
gas industry in that area. Columbia 
Gas had the prime object of making 
natural gas available to Cincinnati, 
which it did in 1906. 

Financing was not easy, for besides 
the timidity of capital towards this new 
venture, the panic of 1907 intervened. 
The activities of Charles P. Taft were 
valuable in seeing Columbia through 
its early difficulties. The system has 
aimed throughout to own all the com- 
mon stock of its subsidiaries and to 
eliminate intervening holding com- 
panies where possible, which meant 
that much of the financing had to be 
done on the parent’s credit which, in 
turn, depended on the operations and 
credit of the system taken in its en- 
tirety. 

Electric Bond and Share also had 
its start at the turn of the century ; but 
its origins are rather more unique. It 
was formed by General Electric to take 
over a portfolio of securities acquired 
in payment for electrical equipment. 
Since many of the utilities in those 
days were financially weak they had to 
get liberal factory credit. The Bond 
and Share organization offered the 
best talent to these scattered companies 
and welded them into systems whose 
securities later found ready acceptance 
with the public. One of the things it did, 
for example, was to devise for Ne- 
braska Power in 1919 the first true 
open-end mortgage, since generally 
adopted, and which saved the industry 
from overlapping mortgages, division- 
al liens, and the like, all of which would 
have stratified capital structures and 
made future expansion more difficult. 
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r the thirty years after its forma- 
tion, the parent and its associated 
holding companies lent up to as much 
as $1 billion to the subsidiary operating 
companies until they could do more 
permanent financing. In the depression 
years of 1930 to 1934 this sum alone 
came to $330,000,000, and in several 
cases it helped meet pressing ma- 
turities. 

In the early years of Electric Bond 
and Share, Sidney Z, Mitchell was, of 
course, a key figure, combining the 
qualities of engineer, banker, business- 
man, and administrator. For one thing, 
he realized early the great potentialities 
that lay in the natural gas reserves of 
the Southwest, his company making 
its first investment there in 1926, If 
later he did not altogether stay his 
hand in the lush pre-1929 markets, in 
which of course he was not alone, it 
does not minimize his achievements for 
the companies he sponsored and for 
the central station industry as a whole. 

To trace the real origins of the now 
dissolved Engineers Public Service, 
one would probably have to go back be- 
yond its formation in 1925, back to 
the early history of Stone & Webster 
as a private firm of consulting engi- 
neers, As early as 1893 these people 
expanded their activities to include su- 
pervision of scattered operating prop- 
erties and later they became closely 
identified with Engineers Public Serv- 
ice when in 1925 it took over Virginia 
Railway & Power from the Frank J. 
Gould interests. 

This holding company was of very 
definite help in the integration and 
strengthening of electric properties in 
the Virginia area, In fact, there was 
a time when it had a sizable revolving 
fund which, used by subsidiaries, al- 
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lowed them to postpone public financ- 
ing until earnings accrued from newly 
built plants. It is perhaps fitting to say 
that the ability of Virginia Electric to 
meet the swollen demands around 
Norfolk and Portsmouth during the 
last war is attributable in part to the 
condition of its properties in whose 
supervision the holding company had 
a notable share. 


Grass forbids naming all the com- 
panies which could be appropriate- 
ly included here. But a final word 
might be said about North American, 
founded by Henry Villard more than 
fifty-five years ago, which made it al- 
ready a 40-year-old enterprise when 
the holding company investigation got 
under way. North American had this 
to say about utilities in its 1905 an- 
nual report : 
. . . It is not seeking to exploit them for 
present large profits. It holds their securities 
as permanent investments, and seeks to es- 
tablish them in the favor and confidence of 
the public by just methods and efficient ad- 
ministration, and to maintain their finances 
on the most conservative basis. 
Its subsidiaries could boast of never 
having defaulted on debt while part of 
the system; and, on its own shares, 
cash or stock dividends have been paid 
in all but one year since 1903. 
Technical advances claimed for the 
North American system include laying 
America’s first high-voltage under- 


ground cable in Cleveland, thus elimi- 
nating dangerous overhead wires. Pul- 
verized coal was first used in the boilers 
of Wisconsin Electric Power. There 
were many others less spectacular but 
the record taken in all certainly attests 
to the vision and skill of its personnel. 


— mistakes were made, the 
holding companies made signal 
contributions. They brought expert 
skills and management to the smaller 
utilities; they improved the art; they 
helped extend facilities to the more 
sparsely settled outlying areas; and 
they certainly gave impetus to local in- 
tegration and interconnection. Diversi- 
fication played no small part in this, for 
in a group operation the “fat” com- 
panies for a while can carry the “lean”; 
and the gradual tailoring down now of 
operations to closely adjoining areas 
apt to be affected by the same economic 
conditions, partly defeats the very pur- 
pose for which these systems were put 
together, What is a true and useful in- 
tegration opens new vistas for discus- 
sion. 

By planning common voltages and 
common frequencies, a situation was 
averted which would have greatly re- 
tarded interconnection; as it was, the 
industry could mobilize smoothly in 
World War II and large power pools 
were not only conceived but put into 
effect. 


i 


“WiTH the possibilities of atomic fission ahead, we seem... 

q to be on the threshold of technical developments of great im- 
portance. It takes a bold prophet to predict that we have 
reached nearly the end of refinements in generation and 
transmission of power and, since the trial-and-error period 
may be costly, the holding company can play a dominant 
role here just as it did in the past.” 
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It should also be remembered that 
the early Edison licensees confined 
themselves to the large cities and the 
in-between spaces were left for later 
development. How these could have 
been effectively webbed with power 
lines but for the instrumentality of 
holding companies with central plan- 
ning not only within systems but be- 
tween them, gives some pause for 
thought. 

It is curious how today there is a 
marked resemblance to conditions 
which gave birth to the super system. 
Certainly it is true in its financial as- 
pects for we know that the industry 
will need huge capital funds in the 
next few years of which much will 
have to come from the sale of stocks. 
With the possibilities of atomic fission 
ahead, we seem also to be on the 
threshold of technical developments of 
great importance. It takes a bold 
prophet to predict that we have reached 
nearly the end of refinements in gener- 
ation and transmission of power and, 
since the trial-and-error period may be 
costly, the holding company can play 
a dominant role here just as it did in 
the past. 


pus the act had this in mind 
when it gave some liberty of action 
to holding companies. Its legislative 
history, and of §§ 11 and 30 in par- 
ticular, is informative and quite a sub- 
ject in itself. The bill, for example, as 
passed by the Senate and by the House, 
was called “An act to provide for the 
control and elimination of public utili- 
ty holding companies, . . .” But as 
amended by conference and enacted 
into law, it became “An act to provide 


for control and regulation of public 
utility holding companies”; which 
shows that a good deal of lucid think- 
ing took place in the interim. The sur- 
prising thing is that holding companies 
remain at all after the evidence piled 
up against them and, as it is, a 2-tier 
system is permissive. Why was § 30 
added? This subject could be devel- 
oped further. Few official references 
have been made to it, the only one of 
importance by the SEC having been 
made back in 1942 in the Common- 
wealth & Southern Case and that was 
only to settle a question of procedure; 
whether it should itself have to comply 
with § 30 before starting to strip the 
holding companies, and the decision 
was that it did not. 

Section 30, in a word, directed the 
SEC to set up certain standards of in- 
tegration, thus showing that Congress 
was concerned in a way about orphan 
companies which the dissolution proc- 
ess would create, The larger concepts 
embedded in the final act were visual- 
ized by the commission from the very 
start and they found expression in the 
views of both Mr. Kennedy and Mr. 
Landis, its first and second chairman, 
respectively. 

Certainly no sane person will want 
to condone all the practices unearthed 
by the investigation of the 1930's, but, 
in the case as prepared, the evils and 
abuses contrived to overshadow the 
better side. 

What is ahead in the field of 
generation and distribution of elec- 
tric power is beyond foretelling, but 
signs point to an intensive period in 
which the holding company can play a 
very useful part. 
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Factors favorable and unfavorable to the marketing of public 

service company securities in competition for equity money 

greatly needed for the expansion of service to meet the mount- 
ing public demand. 


By HAROLD H. YOUNG* 


oT infrequently, interest is ex- 
N pressed by public utility execu- 

tives in the wide variation in 
market prices of various utility com- 
pany common stocks. Of course, varia- 
tion as between high prices per share 
and low prices may be due to differ- 
ences in capital structure. We refer 
more especially to the differences as 
evidenced by the most frequently used 
yardstick or common denominator, 
the price-earnings ratio, This relates 
the price of a stock to the per-share 
earnings. There is a very wide varia- 
tion in this price-earnings ratio. Even 
after eliminating some of the “freak” 
situations, such ratios in the recent past 
have varied between the limits of about 
seven times earnings to about seven- 
teen times earnings. 

The head of Company A feels 
strongly that his company is just as 
good as—or better than—Company B. 
Yet he sees the stock of Company B 


*Noted utility security analyst of New York 


city. 


selling on a higher basis and he won- 
ders why. Such situations cease to be 
merely of academic interest under 
present conditions because the utility 
industry is in the throes of huge con- 
struction programs and, therefore, 
must raise large amounts of capital. 
Some of this capital must come from 
the sale of common stock. Obviously, 
every executive faced with this situa- 
tion wants the sale of his common 
stock to be as successful and as eco- 
nomical as possible. 

Today, as never before, utility com- 
panies are in competition for equity 
money. When offerings were few and 
far between, there were few misgivings 
about their potential success. Now they 
are coming much more frequently, So 
far they have gone well but there is 
always the question as to when buyer 
resistance might show itself. General- 
ly speaking, utility equities of today 
are sound and desirable investments. 
Increasingly intelligent regulation and 
sound handling of finances by the com- 
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panies, themselves, have contributed to 
this situation. However, because the 
stocks in general are on a high plane, 
there is less reason for seeking out the 
shares of any limited group of com- 
panies. This is where the breadth of the 
market comes in and why a utility ex- 
ecutive must realize that he must put 
his best foot forward to get his com- 
pany before the investing public in the 
most favorable light possible. 


7 is not always possible to be cate- 
gorical as to why one utility stock 
sells on one basis and another on some 
different basis. However, for those 
who devote their energies to work on 
public utility securities, and especially 
for those having a background in the 
field running back over a period of 
years, it is often easy to explain rather 
accurately why a particular situation 
exists. In some cases, companies are 
victims of circumstance and there may 
be insurmountable obstacles to getting 
the investor favor which all covet. In 
other cases, there are things the man- 
agement can do to help improve the 
standing of its company stock in the 
market. The president of Company A 
may be right in feeling that his stock 
is on the bargain counter when he looks 
at the price of Company B’s stock. Un- 
fortunately this does not mean that the 
Company A stock is destined to rise 
and the Company B stock is going to 
fall for the underlying reasons for the 
disparity may not be subject to change. 

This article is intended to dispel 
some of the mystery, if such exists, as 
to the causes for the big variations in 
price-earnings ratios of utility operat- 
ing company stocks. It is hoped that 
any readers who are unhappy about 
the price for their stocks may, after 
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perusing the article, see some construc- 
tive moves they can make or else be 
reconciled that the matter is beyond 
control of the management. 


= of the factors which enters in 
is that of geography. Investors [, 


have aversions to regions of the coun-} “ 


try where competition, either present| 
or potential, from government power 
projects exists. Perhaps the Pacific 
Northwest is one of the most unfavor- 
ably situated sections in this respect. 
Investors’ memories are green about 
the TVA episode and they view with 
alarm any discussions about imitating 
this project in other river valleys of 
the country. 

Investors do not like companies in 
sections subject to such natural phe- 
nomena as earthquakes, floods, dust 
storms, and similar catastrophes. Many 
feel that such things turn up often 
enough in unexpected places (witness 
the New England hurricanes of 1938 
and 1943) without courting trouble by 
going into areas where disasters are on 
a recurring basis. There is an aversion 
on the part of at least a certain segment 
of investors to companies in the newer 
and less developed portions of the coun- 
try. Recently the executives of a fast- 
growing company in a section that is 
not very well known were complaining 
about the extra cost they paid for 
money as compared with some other 
companies. They said “That is the 
price we pay for operating in God’s 
country.” Their feelings about their 
territory may be well justified but large 
numbers of investors still have to be 
educated on the matter. 


M°*= depends on whether a com- 
pany operates in an investing 
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_territory—that is, a section in which 
substantial funds are available for in- 


_ fu ’vestment and where these are regular- 


ye 


' ly channeled in important amounts into 
securities as against land or other in- 
vestment media. If a company must 
be financed wholly or primarily from 
outside its own service area it is less 
fortunate than if large amounts of its 
securities will be absorbed at home. 
Provincialism is a common trait, Many 
people like to have their money at work 
in companies in thei rown back yard. If 
a company is located in a territory of 
large accumulated wealth it may well 
command a higher price for its stock 
than some other companies do be- 
cause of the concentrated local demand. 
New England—and within New Eng- 
land, especially Connecticut—is one 
section where significant premiums 
tend to be paid for local stocks by the 
“home folks.” 

The type of industries within a com- 
pany’s service area is among the items 
scrutinized. Highly industrialized re- 
gions are sometimes eyed askance and 
especially so if too big a proportion of 
revenues comes from a single industry. 
Cyclical industries are especially un- 
popular. Most informed buyers eye 
the breakdown of revenues as between 
domestic, commercial, industrial, and 
other customers. The stability of do- 
mestic and farm revenue is well recog- 
nized. Above-average proportions of 
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they have gone well but there is always the question as to 
when buyer resistance might show itself. Generally speak- 
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industrial revenue usually call for de- 
tailed investigation. Diversification of 
revenue sources is always a help. 


HE type of business in which a 

utility company is engaged has a 
bearing on the market for its shares, 
At the moment, electricity and natural 
gas have the highest standing with in- 
vestors. Much favorable sentiment 
has developed over an extended period 
about the growth characteristics of the 
electric industry, and investors always 
have extra confidence in any business 
which is consistently going ahead. The 
natural gas industry also falls in this 
category. Of late, there has been extra 
sales appeal for natural gas shares as 
prices of competing fuels have sky- 
rocketed, and natural gas can now at- 
tract users on the basis of favorable 
cost as well as on the traditional in- 
ducements of cleanliness and conven- 
ience. 

Manufactured gas company shares, 
as a group, have been somewhat less 
popular as operating costs have risen 
unconscionably and, in some instances, 
rate relief has not been immediate. 
Telephone companies have a loyal fol- 
lowing, especially where the record 
shows a continuity of dividend over a 
long period. There is, however, grow- 
ing apprehension over high labor costs 
and lags in rate increases, Transit com- 
panies are the stepchildren of the utility 


. desirable investments. 





SELLING UTILITY STOCKS 


industry in the eyes of many investors. 
Water company stocks are relatively 
few in number but they have appeal 
because of the high degree of stability 
of business. Because they are not nu- 
merous these shares sometimes have a 
scarcity value. Ice departments are 
usually not viewed with favor. 


Gon investors have a preference for 
companies engaged in only one 
line of business although this feeling 
is not universal. Those who have this 
preference believe that a company does 
a better job if devoting its energies 
with a singleness of purpose to build- 
ing sales of one service. With even less 
qualification it can be said that in- 
vestors like a company which operates 
a well-integrated system as against one 
made up of scattered properties. This 
observer has often wondered why com- 
panies having scattered properties 
which could be advantageously ex- 
changed with those of other compa- 
nies to make systems of both parties 
involved better integrated do not ac- 
tively pursue such a program. 

The degree of ‘seasoning pf a stock 
bears directly on its price. Newly dis- 
tributed issues—for example, those 


coming from breakups of holding 


companies—tend to sell at a discount 
from similar shares outstanding over 
a long period. It takes considerable 
time for shares to gravitate into the 
hands of people who want them for 
long-term investment, The situation is 
particularly acute when a holding com- 
pany passes out shares of a subsidiary 
to its stockholders as a liquidating divi- 
dend because such a move creates a 
large body of involuntary stockhold- 
ers, many of whom lack any urge to 
retain their newly acquired shares, 
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| Daaee if shares of a divested com- 
pany are sold through under- 
writers instead of being distributed, 
time must be allowed for the stock to 
get into the right hands. In respect to 
holding company divestments, another 
word should be added. Reputations of 
the holding companies often carry over 
for a while, at least, to their divested 
subsidiaries and shares of a company 
formerly controlled by a “strong” 
holding company are likely to have a 
better reception than will be accorded 
to shares of companies identified with 
traditionally “weak” holding compa- 
nies, 

Thé_growth/aspects of a company 
enter into consideration. Since one of 
the big appeals of utility securities is 
the growth shown by the industry, 
naturally investors like to see an in- 
dividual company participating fully — 
in that growth. Many investors seek 
companies with business growing 
faster than the average for the indus- 


try, Of course, at the moment busi- 


ness is increasing at a rate so great as 
to entail the need for more equity capi- 
tal and impending financing sometimes 
has a temporary dampening influence 
on a market. On the whole, however, 
growth situations are favored. It is 
true that some investors are happy 
with stability but they are in the minor- 
ity. On the other hand, woe to the com- 
pany which might face any retrogres- 
sion in business, That kind of situation 
has no friends unless it can be seen that 
the trend will be reversed upward at a 
later date. 


- | “HE frend of earning is even more 
important than the trend of busi- 


ness volume. Two stocks with the same 
earnings may sell at different prices if 
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Companies in Areas of Recurring Disasters 


ma pooner 7 do not like companies in sections subject to such 

natural phenomena as earthquakes, floods, dust storms, and 

similar catastrophes. Many feel that such things turn up often 

enough in unexpected places (witness the New England hurricanes 

of 1938 and 1943) without courting trouble by going into areas 
where disasters are on a recurring basis.” 





the trend of earnings of the compa- 
nies is in opposite directions. Earnings 
reports are closely watched and, if a 
sagging tendency is noted, questions 
as to “why?” begin to roll in, If there 
are grounds for fears that the decline 
of earnings may continue, selling of 
the shares is very likely to continue as 
people grow uneasy when the figures 
on the income statement are traveling 
downhill. Stockholders are more like- 
ly to remain contented if earnings are 
heading upward. 

Dividend records are carefully scru- 
tinized. A regular or increasing rate is 
more impressive than an erratic or fall- 
ing rate. Companies which can point 
to a record running back over a period 
of years have an advantage over com- 
panies which have been paying divi- 
dends for a short time. If dividends 
have been cut in depression years or if 
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there is anything else in the record to 
suggest absence of stability, the in- 
terest of the more conservative type of 
buyer is likely to be dulled. Companies 
which have been successful in moving 
up their dividend from time to time as 
earnings have permitted will find they 
have many friends. 


ey is important to realize that careful 
analysts look not only at reported 
earnings but are likely to try to arrive 
at some judgment as to the integrity of 
the figures, in case there are reasons 
for any misgivings. Published figures 
are not blindly accepted but are combed 
to make sure that they are “honest-to- 
goodness.”” Standards are too well set 
for companies to hope to cut corners 
and not have some questions raised. 
This applies, for example, to such 
matters as depreciation, This subject 
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is admittedly controversial but there 


is a growing feeling that book figures 


for depreciation should correspond 
with, or at least approach, the figures 
used for income tax purposes. Analysts 
also look at the combined appropria- 
tion for maintenance and depreciation. 
If a company’s practices fall short in 
this respect, there may be a tendency 
to feel that the shares should be dis- 
counted accordingly. 

Most companies have completed 
original cost studies and have made 
many necessary readjustments in plant 
accounts. This is another subject about 
which arguments may be raised but the 
fact remains that, by this time, original 
cost is so generally adopted for ac- 
counting purposes that a company is 
conspicuous if it cannot show its plant 
on this basis. 

Fm 

T HE fates Which a company charges 

constitute another basis of com- 
parison. In the electric field, the an- 
nual bulletins of the Federal Power 
Commission permit ready compari- 
sons, Experienced analysts use these 
studies judiciously and take into con- 
sideration a company’s location in re- 
spect to fuel supply, size, and type of 
communities served and other factors 
that have a bearing on general rate 
levels. After necessary allowances, if 
rates still look high, this is an occa. 
sion for a negative reaction. Compa- 
nies with low-rates and high usage per 
customer arouse interest. Rate of re- 
turn on invested capital is also checked 
and, if this appears to be too high, 
suspicions are aroused, In this connec- 
tion, however, consideration is given 
to the state in which a company oper- 
ates and the laws of that state, together 
with policies of the commission. Here, 
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again, a company may be the victim of 
circumstances as trained investors tend 
to shy away from shares of companies 
operating in states where regulation 
has proved to be unreasonable or ar- 
bitrary. States with regulatory laws 
liberally framed and fairly adminis- 
tered have the preference. 

Capital structures have a definite 
bearing on investor reception of vari- 
ous stocks. Insistence of the SEC on 
certain minimum standards for operat- 
ing companies under their jurisdiction 
has had considerable impact on investor 
thinking. These standards call for 
common stock equity amounting to at 
least 25 per cent of the total financial 
structure. In the absence of such equity, 
dividend restrictions are usually im- 
posed, If equity hovers around 25 per 
cent, there is usually a close study of 
financing programs to see if the 25 per 
cent level can be maintained. Of course, 
the higher above 25 per cent the figure 
rises, the more the appeal to the con- 
servative investor. 


o hard and fast rule can be laid / 
down as to what a capital struc- | 
ture should be. Conservative investors | 
—more especially the institutions— | 
like to see a broad equity. On the other | 
hand, there are investors who like to | 
see leverage in a situation so as to earn | 
as much of a return on their invest-| 
ment as possible. Therefore, one type 
of structure appeals to one class of in- 
vestors and a different type to another. 
Carrying out our original intent, 
however, of trying to throw light on 
some of the variations in price-earn- ~, 
ings ratios, it may be said that, as far 
as price goes, the big funds in the hands 
of institutional investors throw weight 
in favor of the broad equities. There- 
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fore, a study of specific cases will re- 
veal a tendency for higher price-earn- 
ings ratios to accompany the stocks 
with the higher common stock equities. 
Another factor in this connection is 
that these broad-equity stocks are more 
likely to pass into the hands of in- 
vestors—both institutional and private 
—who want them for long-term hold- 
ing, thereby cutting down floating 
supply. The more speculative investor 
may be turning his stock as markets 
fluctuate so that shares change hands 
with more frequency. 

Another ratio often looked at is the 
percentage of operating revenues 
brought down as a balance for com- 
mon stock, The larger this figure, the 
more comfortable the investor feels as 
it gives him an indication of the cush- 
ion which he has in the event of declin- 
ing business. The companies which 
make the best showing on this basis 
may or may not be the same ones which 
boast a broad common stock equity be- 
cause the question of control of ex- 
penses enters in here as well as the 
question of capital structure. We have 
in mind one company which has an 
equity of only around 25 per cent for 
the common stock but it brings down 
well in excess of 20 cents of every rev- 
enue dollar for the common, reflecting 
unusually favorable expense ratios. 


— study of many of the fac. 

tors we are touching upon in this 
article has led us to the conclusion that 
one of the most important influences 
on the price-earnings ratio is the pro- 
portion of available earnings paid out 
as dividends. As a matter of fact, a 
comparison of a broad list of stocks 
reveals an interestingly close correla- 
tion between the price-earnings ratio 
and percentage of earnings paid out. 
The conclusion to which one is led is 
that consciously or unconsciously the 
investing public is willing to pay more 
for earnings disbursed as dividends 
than for those which are ploughed back 
into the enterprise. In other words, “A 
bird in the hand is worth two in the 
bush.” 

Of course, management may argue 
that when there is need of equity capi- 
tal for expansion, it is advantageous 
to retain as much of the earnings as 
possible to minimize the amount which 
must be raised through new stock sales. 
Experience seems to indicate, however, 
that the investor prefers to make his 
own decision about investing more 
money in the enterprise and he has a 
distinct preference for earnings which 
come to his door quarterly as dividend 
checks. (No statement of this kind is 
categorical or all-inclusive. Many in- 
vestors prefer capital gains to income. 


e 


has a bearing on the market for its shares. At the moment, 


q “THE type of business in which a utility company is engaged 


electricity and natural gas have the highest standing with 
investors. Much favorable sentiment has developed over an 
extended period about the growth characteristics of the 
electric industry, and investors always have extra confi- 
dence in any business which is consistently going ahead. The 
natural gas industry also falls in this category.” 
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SELLING UTILITY STOCKS 


We speak, however, of the average re- 
action of the type of investor who buys 


utility-equities. ) 

v4 Listing\of stocks is a delicate ques- 
tion to bring up because there is much 
to be said on both sides and both sets 
of partisans have strong feelings. We 
venture to suggest that some stocks 
should be listed on a stock exchange 
and some should not. Some of those 
which have been listed prematurely or 
which have been listed without suffi- 
ciently broad investor interest have 
suffered and some listed stocks sell to- 
day lower than they would be selling 
if they were in the over-the-counter 
market. 


BVIOUSLY, the large and well- 

known companies will list their 
shares. As to the smaller or less fa- 
miliar companies there is opportunity 
for argument. In many cases, the argu- 
ment weighs heavily in favor of leav- 
ing an unseasoned issue in the over-the- 
counter market for sometimes so that 
it may have the benefit of work by deal- 
ers with sales organizations. If a com- 
pany is not well known, there will be 
little spontaneous demand for its shares 
on an exchange where it is competing 
for attention with companies much 
better known to the investing public. 
There is a tendency in such a case for 
the unseasoned stock to be lost in the 
shuffle. On the other hand, the stock 
may have real—even exceptional— 
merit, if only someone will take the 
time and trouble to tell the story and 
overcome sales resistance. An over- 
the-counter dealer may take a position 
in such a stock and pay his salesmen 
commissions to retail it, where the 
smaller exchange commission would 
not be an inducement to the brokerage 
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firm representative to put in sales 
effort. Many able investment organiza- 
tions are not exchange members and 
have no way to profit from transac- 
tions in listed stocks. 

Utility companies should settle the 
question of listing their shares in the 
light of their own positions. What they 
want is a good market for their shares 
and their individual problems will de- 
termine their decision. Again we em- 
phasize that there are two sides to the 
question, however much some parti- 
sans will insist to the contrary, 


HERE is much that utility manage- 
gents can do to help the standing 
of their shares s by cultivating both their 
stockholders and the investment deal- 
ers. It is true that some purchasers of 
stocks have no interest in the company 
in which they invest, sometimes being 
very vague even as to what the com- 
pany’s business may be; their one con- 
cern is that the stock goes up in price. 
This is the speculators’ approach. The , 
buyer of utility operating company 
“Stocks is much more-often of the in- 
Vestor_type.He is more likely to feel 
himself as truly a part owner of the 
business and take an interest in it. A 
company may very well give careful 
thought and attention to putting out 
good reports, not only annually but 
also quarterly. The mailing of the divi- 
dend check gives an excellent oppor- 
tunity to bring the stockholders up to 
date as to what is going on in the com- 
pany’s affairs, The quarterly report 
need not be an elaborate affair but 
something should be sent to the stock- 
holders oftener than once a year. 
Incidentally, it might be mentioned 
here that there is a strong preference 
on the part of investors to receive their 
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/ \dividends at quarterly intervals. Oc- 


casionally a company will try to save 
postage and printing by putting divi- 
dends on a semiannual basis. This is 
very likely to prove to be false econ- 
omy. Some investors go so far as to 
refuse to buy a stock not distributing 
its payments quarterly. A regular divi- 
dend rate is evaluated higher in the 
market than the same aggregate annual 
disbursement made up of smaller quar- 
terly payments and a year-end extra. 
Investors prefer to count on a regular 
return even if there is a strong likeli- 
hood that the extra will be forthcom- 
ing. Early mailing of dividend checks 
to stockholders remote from the com- 
pany’s office is well worth the extra 
effort. 


a of greetings to new stock- 


holders are usually well received. 
Many companies have had favorable 
response to sending out information 
about the territory they serve. This is 
especially true of companies which are 
in some degree “off the beaten path.” 
People have confidence in situations 
about which they feel familiar. 

Much good will can be built for a 
company and its shares by the invest- 
* ment dealers. In many instances the 
relation between an investor and the 
dealer with whom he does business is 
as personal as the relation between doc- 
tor and patient or lawyer and client. 
The investor tends to rely heavily on 


advice of his dealer. If a dealer is sold 
on a situation he is likely to impart his 
enthusiasm to his clients. 

Companies not in financial centers 
will find it pays dividends to have some 
official periodically visit these centers 

fand call on dealers who are active in 
their shares or who ought to be. On 
the other hand, companies neglecting 
this task may find that “obscurity is 
expensive.” Many companies’ shares 
are neglected in the market place be- 
cause little is known about them except 
the perfunctory information — often 
stale—published in the statistical man- 
uals. 

Dealers like to meet and know the 
officials of the companies whose shares 
they recommend. Personal contacts 
make it easier to follow through by 
correspondence or telephone, once men 
have met face to face. 

In a number of centers financial ana- 
lysts have organizations before which 
a corporation executive may appear 
and tell the story of his company to a 
sizable group at once, Lacking this set- 
up, it is usually possible to get some 
key dealer in a community to round up 
a group for a luncheon meeting or 
similar gathering. 

Obviously a discourse of this length 
cannot be exhaustive as to any one sub 
ject but it is hoped that it may at least 
be suggestive and that some topics 
touched upon may be worthy of fur- 
ther exploration. 





q 


“Great Britain’s nationalized coal industry is falling short in output. 
... Will the government be able to save the situation short of collapse? 


With no brief for Socialism, we hope so for the sake of all concerned, 
including the American economy, which must suffer from any serious set- 
back to British industry. None the less, it can do no harm to have the fact 
set forth to those of our cousins in the United Kingdom who have adopted 
Socialism as a sacred panacea that it is nothing of the sort, that it has yet 


to pass the test of productivity. 
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—EnpitTortaL STATEMENT, 
The New York Herald Tribune. 


784 





Washington and the 
Utilities 


The Battle of New Johnsonville 


ERHAPS the most noteworthy, if not 
P newsworthy, feature of the House of 
Representatives defeat of the $4,000,000 
appropriation for a new TVA steam 
plant at New Johnsonville, Tennessee, 
was the fairly strict division of the re- 
corded vote along party lines. And the 
next interesting feature was the decisive- 
ness of the vote upholding a House Ap- 
propriation subcommittee action which 
had originally split by the bare margin of 
4to 3, It was necessary for the House to 
take two votes—both of them involving 
substantially the same issue—before 
passing the Government Corporations 
Appropriation Bill, which includes $27,- 
000,000 for TVA ($8,000,000 less than 
requested and including the denial of 
$4,000,000 for the new steam plant at 
New Johnsonville, Tennessee). 

The first vote was on the Gore amend- 
ment from the floor (to restore the 
$4,000,000 TVA item). This was not a 
record vote and the result was 152 op- 
posed to 120 in favor. A subsequent vote 
on Gore’s motion to recommit the bill 
showed a division of 192 against and 152 
in favor. 

The party division of this record vote 
was shown by the fact that only 16 out 
of the 152 pro-T VA votes were Republi- 
can, All the rest were Democratic, with 
the exception of two American Labor 
party members from New York City. 
These 16 Republicans, jumping their 
party line, were mostly from western 
states where Federal government power 
development has become a matter of lo- 
cal political appeal, regardless of party. 
Thus the entire Republican delegation of 
the House from Oregon, Washington, 
and Colorado voted in favor of the TVA 
steam plant (with the exception of two 
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Washington members who did not vote 
at all). 


N the other side of the picture only 

7 out of the 192 anti-TVA votes 
were Democratic from scattered con- 
servative districts. It almost necessarily 
follows, when party lines are drawn as 
tightly as this, that the party leaders have 
talked it over with the members and have 
staked out the issue for campaign pur- 
poses. In other words, it looks as if the 
Republican leadership in the House has 
decided to accept the challenge of a pub- 
lic power issue, and that the Democratic 
leadership in the House is resolved to 
present such an issue. 

Two supplementary aspects of this de- 
velopment are: (1) that the sentiment in 
the House has become so crystallized and 
the votes have been nailed down in the 
record so securely that the House seems 
likely to stand up for its version of the 
issue, in any conference battle that might 
result from the action taken on the bill 
in the Senate ; (2) by the same token, the 
majority party (in Congress this means 
the Republicans) is not soon likely to re- 
verse its position against further expan- 
sion of Federal government activities in 
the public utility business, as such. 

And it is by no means certain that the 
Senate will not put the disputed TVA 
item back into the bill when it reaches the 
upper chamber. Assuming that party di- 
visions will hold in the Senate in about 
the same proportion as in the House, we 
find that the Senate majority of the GOP 
is so narrow that any number of deser- 
tions by public-ownership-minded Re- 
publican Senators would have to be off- 
set by an equal number of irregular 
Democratic votes. And while a few con- 
servative southern Senators may decide 
on such a course, it is a fair question 
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whether their number can offset antici- 
pated defections of such Senators, from 
the other side of the aisle, as Aiken 
(Vermont), Langer (North Dakota), 
Morse (Oregon), and others. 

Furthermore, it is known that the 
friends and supporters of TVA are de- 
termined to make a pitch battle for the 
New Johnsonville plant in the Senate. 
The New Deal bloc, headed by Senator 
Barkley (Democrat, Kentucky) already 
has mobilized support among the so- 
called “southern rebels,” thanks to the 
good offices of the two Senators from 
Alabama, Hill and Sparkman. Even Sen- 
ator McKellar (Democrat, Tennessee), 
usually so hostile to TVA on other mat- 
ters, has always made a fairly consistent 
record of voting in favor of every dol- 
lar’s worth of appropriation in the TVA 
budget request. 


# 
Anvil Chorus—Special Encore 


E can also look forward to an unof- 

ficial pro-TVA publicity campaign 
reaching a new high. The coterie of anti- 
utility daily columnists and commenta- 
tors, who have so consistently followed a 
basic pattern of criticism of the utility 
industries as to earn the sobriquet of the 
“anvil chorus,” will probably be aug- 
mented by new talent, especially devel- 
oped for the occasion. 

Former Secretary of Interior Ickes, 
who certainly knew effective propaganda 
when he saw it, once paid David E. Lili- 
enthal—then chairman of TVA—the 
compliment of being the busiest and 
most effective propagandist in govern- 
ment circles. But when the smoke of the 
battle of New Johnsonville has cleared 
away, it may call for salutes to a new 
champion in that respect. The basic pub- 
licity technique may be the same, but the 
more articulate friends of TVA seem to 
have learned some new and effective rou- 
tines since the days of Lilienthal’s skillful 
leadership. 

This is not to suggest that the members 
of the “anvil chorus” actually hold group 
meetings for purposes of indoctrination. 
But it is a fact, already noted by mem- 


JUNE 3, 1948 


bers of Congress, that substantially the 
same arguments and figures, and even the 
same sequence of arguments, dealing 
with any Federal bureau’s side of any 
public power controversy, usually appear 
within a few days, and sometimes simul- 
taneously, in about a half-dozen syndi- 
cated columns of “chorus members” in 
good standing. 


a 
TV A’s Burning Issue (Fuel) 


RDINARILY citizens and even casual 
Washington observers with es- 
pecial interest could easily be confused 
about just what all the shooting is about, 
in this battle of New Johnsonville. For- 
tunately, the full-dress debate in the 
House on May 10th and May 11th brings 
the basic issue out more clearly than ever. 
Previous discussions over funds for pub- 
lic power expansion have had a tendency 
to become blurred around the edges be- 
cause of general and sometimes vague ap- 
peals to the need for national defense, 
flood control, irrigation, and other ad- 
mittedly proper governmental objectives 
which everyone, or nearly everyone, is in 
favor of in principle. 

There was a good bit of such argument 
in the New Johnsonville debate, some of 
it quite emotional. But this is one time 
when the opponents of TVA expansion 
succeeded in keeping before the chamber 
one vital point—that authorization of 
TVA steam plant facilities would amount 
to congressional approval of Federal 
agency operations as a public utility with- 
out a pretext of its being an incident to 
some other governmental function. Fur- 
thermore, the issue was clearly one of 
principle rather than economy, because 
the amount in question—$4,000,000— 
was comparatively small change com- 
pared with other items in the general ap- 
propriation bill. And so whatever the 
final outcome of the battle of New John- 
sonville, the result of this debate should 
clarify the intention of Congress une- 
quivocally. 

Either Congress will openly authorize 
public ownership and operation of the 
utility business by a Federal agency, as 
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such, or it will draw the line definitely 
against it. In the latter event, not only 
will TVA have to revise its $84,000,000 
expansion program for the next five 
years, but a number of other Federal 
power agencies may have to cut their 
cloth according to the same pattern. 
Hence the unity and interest in the prog- 
ress of the battle of New Johnsonville 
on the part of various public agencies 
ordinarily quite independent, if not criti- 
cal, of each other. 


Rote Whitten, Democrat 
of Mississippi and good friend of the 
TVA, put the matter quite honestly when 
he said on May 11th in his remarks to 
the House: 


The Tennessee Valley Authority is the 

only utility in a big section of our country. 
It is the only source of power for parts of 
7 states, for 80,000 square miles of territory, 
and 5,000,000 citizens. Whether the Congress 
was right in so providing is a moot question, 
because the Congress so decided and today 
this 5,000,000 people can look only to the 
TVA for power, If the people in that area 
are to get electricity, it must come from the 
TVA, because that is the only utility. 
. . . As someone has said, it is a mo- 
nopoly in this area. A public utility is a 
monopoly in practically every other section 
of the United States. To provide otherwise 
would be to have duplicate lines, duplicate 
facilities, and increased costs. 


Representative Whitten went on to de- 
velop the argument that the operation of 
steam plants by the TVA is nothing new. 
TVA inherited a steam plant when it 
took over the Wilson dam properties, and 
bought more, as part of the Common- 
wealth & Southern deal. Furthermore, 
TVA was authorized by Congress in 
1939 to build a steam plant which was 
subsequently built “to provide facilities 
to expedite the national defense.” And 
so today Representative Whitten is able 
‘to point to five steam plants which the 
TVA operates in connection with the 
hydro power system. 

But the trouble with these earlier op- 
erations of TVA in the steam-generating 
field is precisely the trouble with the ar- 
guments which have clouded the propri- 
ety of TVA functions to date, including 
the inconclusive test decisions in the 
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Supreme Court of the United States. In 
other words, such TVA operations have 


‘always been blurred by reason of their 


inseparable connection with something 
other than outright public utility opera- 
tion. They were originally advanced and 
justified as an incident or by-product, or 
as a subordinate part of some other pro- 
gram or governmental function, 


T was Representative Coudert (Repub- 
lican, New York) who took the lead 
for the House majority in basing the 
argument for the New Johnsonville plant 
squarely and simply on the fact that 
TVA has to have it if it would expand 
normally as any other public utility 
would have to expand. And this, in the 
view of Representative Coudert, is not 
what Congress originally intended. It is 
a matter of practical expediency, brought 
about by a continuous policy of gradual- 
ism, whereby TVA authorizations have 
progressed from one “constitutional peg” 
(as the late Senator Norris used to call 
these incidental government functions) 
to another. And now TVA seems to be 
fresh out of constitutional pegs, and 
would like to get on with its public utility 
business without any further apologies 
for the same. 

After referring to the fact that TVA, 
on the admission of Chairman Clapp, can 
supply all of its “preferred” customers 
without resort to steam-generation facili- 
ties sought in this bill, Coudert opined 
that the additional facilities were required 
principally to serve large industrial cus- 
tomers such as aluminum and chemical 
works, with a subsidized cheap power 
rate. Representative Coudert concluded: 

. .. there is no limit. You will be pass- 

ing beyond the phase of development of water 

power into the phase of subsidizing a great 

unlimited public utility for the benefit of a 

small percentage of the American popula- 

tion who have the good fortune to reside in 
the Tennessee valley and those few great in- 
dustrialists and their stockholders who had 
the good sense to move in and take advan- 
tage of that cheap power. It becomes, in 
effect, the Tennessee valley versus the United 

States and all the other taxpayers. You are 

confronted with Mr. Lilienthal on one hand 

and Mr. Clapp on the other. It is not just a 

question of the steam plant, it is a question of 

the fundamental principles involved. 
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No General Telephone Strike 


GENERAL strike in the telephone in- 
dustry is not likely this year. Bell 
system companies are holding tight to a 
policy of offering no wage increases in 
present negotiations for contract re- 
newals which are taking place these days. 
There is little the unions can do about it 
because they are appreciably weakened 
and somewhat disorganized by the failure 
of their strike last year. 

The Communications Workers of 
America has let it be known publicly 
that it wishes to “eliminate the necessity 
for a nation-wide phone strike.” This 
group is negotiating about 50 contracts 
in all branches of the industry, covering 
about 217,000 employees. CWA is the 
only group large enough to affect the 
phone service of the entire country. How- 
ever, the union’s various units and di- 
visions are bargaining with individual 
companies or in single plants without 
marked success. 

This situation has weakened the unions 
to such an extent that CWA has an- 
nounced a policy of extending contracts 
for several weeks as they expire, in or- 
der to allow further time for “orderly 
collective bargaining.” Since most of the 
contracts were slated to expire during 
May and many extensions have been re- 
ported, it does not seem likely that even 
an epidemic of individual strikes will 
occur. 

Conditions in the long-distance line di- 
vision of the American Telephone and 
Telegraph Company are somewhat dif- 
ferent. Here the American Union of 
Telephone Workers, a CIO union, is 
threatening a strike for a 30-cent hourly 
wage boost, a shortened work week, and 
larger pensions. The company has offered 
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a contract renewal without a wage ad- 
vance. In refusing a wage increase AT&T 
says it “is reluctant to take any steps 
which might contribute to the inflation- 
ary spiral.” The Federal Mediation and 
Conciliation Service has entered the dis- 
pute which involves 25,000 workers in 
42 states. 


ie outcome of the AT&T long- 
distance operators’ strike may be 
more important than appears on the sur- 
face. This will be particularly true if the 
CIO union obtains some wage increase 
at a time when the individual CWA 
unions receive little or nothing in their 
bids for boosts in wages. There are rea- 
sons to believe that such a situation 
would favor an affiliation of the weak- 
ened CWA groups with a strong CIO 
union. 

The affiliation question is still in the 
rumor stage, but there is no dearth of 
rumors. The Communications Workers 
of America is to hold its convention 
in Spokane, beginning June 6th. If by 
that time the unions have made no ap- 
preciable progress in their demands for 
“a wage increase,” the problem of affilia- 
tion will come to the fore. The pressing 
of arguments for a strong unified union, 
as contrasted to a weak federation, is ex- 
pected. An official of the American Union 
of Telephone Workers, CIO, has said 
that there is a behind-the-scenes move- 
ment for unifying the telephone unions 
of the country. The tentative plan con- 
templates having CIO call a general con- 
vention of telephone workers this fall. 
Such a development would have as its 
initial result a determined but confused 
battle for leadership. So much for the 
rumors. 

The New Jersey state antistrike law 
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governing utilities played a part in the 
settlement of a threatened telephone 
strike against the New Jersey Bell Tele- 
phone Company. The 13,000 operators, 
who had voted to strike, finally agreed 
to a year’s renewal of their work con- 
tract and to leave the issue of wages and 
certain other disputed points to be set- 
tled later as provided for in the anti- 
strike law. The state mediation board 
aided in arriving at the agreement. Dis- 
puted items will be referred to a fact- 
finding panel named by the governor in 
consultation with interested parties. 
Then, if the panel’s suggestions are re- 
jected by either side, arbitration machin- 
ery will be used. Despite the present 
agreement, the union has challenged the 
constitutionality of the antistrike law, 
and the case now is pending in the courts. 


a 


Radio Censorship of Political 
Speeches 


wi “states’ rights” becoming more 
important as a political issue, con- 
flicts between Federal and state regula- 
tory agencies are viewed with increased 
interest. The Federal Communications 
Commission is involved in disputes of 
this nature. The state of Texas is par- 
ticularly vocal in its objection to FCC’s 
policy ot frowning upon the censorship 
of radio political speeches by broadcast- 
ing stations. 

The attorney general of Texas points 
out that his state has civil and criminal 
libel laws which the broadcasting sta- 
tions must observe or suffer money dam- 
ages. The FCC has contended that, since 
it has taken a stand against censorship 
by the broadcaster, the station cannot be 
held liable for slander or libel occuring 
in the political speeches. The situation is 
confused, and even the Federal commis- 
sioners do not see eye to eye on all as- 
pects of the question. 

Here is the way Texas citizens view 
the matter according to an editorial in 
the Dallas News (assuming no censor- 
ship, as FCC proposes) : 


1. The type of talk coming in over 
the air will be unfit to be heard. 
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2. The mud and dirt of Texas poli- 
tics will go all over the world through 
the air, with untold injury to innocent 
people. 

3. Texas stations will be sued for 
millions of dollars—and will lose the 
suits—because of damaging false- 
hoods over the air. 


HIS is an important question to 

many radio stations during the pres- 
ent election year. In order to understand 
the present status of the conflict it is 
necessary to look at the FCC documents 
regarding an application of renewal of 
license by the Port Huron Broadcast- 
ing Company, Port Huron, Michigan 
(Docket No. 6987, File No. B2-R-976). 
The case was nearly two and one-half 
years old when the commission issued 
what it calls a “proposed decision.” 

A proposed decision is in essence a pre- 
liminary meeting of the minds of the 
commissioners, after which all interested 
parties may be heard in oral argument. 
Then a final decision is made, the only 
escape from which is an act of Congress 
or court decisions. The present proposed 
decision relates a situation in which the 
commission received complaints that the 
station had censored a political speech 
against the will of the speaker. From ap- 
proximately that time to date the station 
has been allowed to operate under a tem- 
porary license while the commission 
studied the case. 

The last two paragraphs of the com- 
mission’s proposed decision (January 
30, 1948) gives an idea of how the situa- 
tion now stands: 

It follows from what has been said that 
the action of the station was in violation of 

§ 315 of the Communications Act. We 

realize, however, that the principles of law 

which have been enunciated in this opinion 
have previously been the subject of much 
confusion and that previous to this opinion 
there has been no clear pronouncement on 
the subject by the commission, nor have 
there been any rules or regulations specifical- 
ly covering the situation. Therefore, since 
there is no evidence that the conduct of the 
licensee was a deliberate or willful attempt 
to violate the provisions of the statute, we 
do not believe that a denial of the renewal 
of the license is required. This conclusion is 
reénforced by the statement in the licensee’s 
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petition that since the election in question 
the station has not refused time to any candi- 
date and that in the future the station intends 
to avoid violation of § 315. 

In the light of the foregoing the com- 
mission is of the opinion that a regular re- 
newal of license should be issued for the 
operation of Station WHLS. Accordingly, 
it is proposed to grant the petition of Port 
Huron Broadcasting Company, and to issue 
a regular renewal of license. 


Pig mngg Hyde concurred in the 
conclusion but added separately 
that he felt that the question of whether 
a licensee is to be held liable for libelous 
or slanderous remarks made by candi- 
dates for public office over his station, 
in view of their lack of control over such 
broadcasts, is a matter for decision by 
Congress or the courts and not by the 
commission. 

Commissioner Jones concurred in ap- 
proving the application for renewal of 
the license in this case in a separate opin- 
ion of nine pages in which he objected 
strenuously to the general philosophy 
followed by the majority in its proposed 
decision. 

As the situation now stands, a final 
decision of the commission is expected 
in the near future. 


¥ 


Developments in Bell 
System Rate Cases 


1% gommey the ante in rate increase re- 
quests is a new development in the 
current efforts of Bell system telephone 
companies to have their rates advanced. 
The Michigan Bell Telephone Company 
recently has requested a rate boost of 
$19,646,000 a year. This is about double 
the application for an increase of $10,- 
400,000 annually, which the public serv- 
ice commission was considering at the 
time the new request was made, 

In Georgia, the Southern Bell Tele- 
phone & Telegraph Company has asked 
for an additional $5,617,000 increase, 
more than doubling its previous requests. 
In this case the original application has 
been taken to the courts following a tem- 

rary grant of $1,400,000 by the Georgia 

ublic Service Commission. The com- 


pany asserted that the temporary increase 
allowed did not provide for a fair return 
to investors nor attract new capital neces. 
sary for expansion and improvement of 
service. In New Hampshire, a somewhat 
similar situation exists. 

Important court decisions involving 
telephone rate cases have been handed 
down in Alabama and Wisconsin. An 
Alabama county court has returned toa 
principle commonly used in rate increase 
cases years ago. It has recognized and 
emphasized in clear language the right 
of a telephone company to receive emer- 
gency interim rate advances under bond. 


HE Wisconsin Supreme Court ina 

recent decision has reprimanded the 
state public service commission for the 
manner in which it fixed telephone rates 
without spelling out a method of arriv- 
ing at a rate base. The supreme court up- 
held a decision of a lower court which 
did suggest in detail a rate base method. 
This case did not involve a Bell system 
company, but it is important to all inter- 
ested in utility rate cases because the de- 
cision puts a damper on commissions 
which might like to fix rates on the basis 
of what they think is fair without first 
establishing a rate base. 


* 


Correction: Leroy A. Wilson 
Statement Report 


HROUGH an inadvertent confusion 

of copy notes, a statement appearing 
in this department of Pusiic UTILITIES 
ForTNIGHTLY, May 20, 1948, issue, page 
693, credited President Leroy A. Wilson 
of the AT&T with comments at the an- 
nual stockholders’ meeting to the effect 
that his company had not done all it could 
to improve labor relations, and that there 
is danger of an internecine struggle be- 
tween rival labor unions. Mr. Wilson 
did not make such a statement. This 
comment was intended to refer to the 
remarks made at the same meeting by 
Henry Mayer, labor union counsel. It is 
hoped that this correction will help to 
remove any misleading impression. 


JUNE 3, 1948 790 





ee ee ed 


Financial News 


ano* 
he Divemice 
“a 


«om 


eae 


and Comment 


By OWEN ELY 


First Quarter Earnings 
Favorable, Considering 
Drought Handicap 


 prereg a figures are now avail- 
able for the larger privately owned 
electric utilities for the first quarter of 
1948. Revenues were $1,032,854,000 
compared with $914,709,000, a gain of 
12.9 per cent. Operating expenses, de- 
preciation, and taxes increased 17.5 per 
cent, resulting in a decline in gross in- 
come of 2.4 per cent. With miscellaneous 
income and fixed charges affecting the 
result very little, net income was down 
2.5 per cent. Below are the percentage 
changes in principal income account 
items for the three months. (Complete 
data are not yet available for March.) 

The poor showing for January was 
due principally to the big increase in fuel 
costs, plus a poor showing with respect 
to miscellaneous income. February was 
almost as bad. The full effects of the 
drought were felt in these months ; hydro 
output averaged only about 28 per cent 


Output (KWH) 
Revenues 

Fuel 

Wages 

Other Expenses 
Depreciation 
Taxes 

Gross Income 
Interest 

Net Income 


D—Decrease. 


of total output compared with 33 per cent 
in 1947. The March percentage showed 
improvement, hydro output being nearly 
32 per cent of the total compared with 
34 per cent in the previous year and 41 
per cent in 1946. However, hydro pro- 
duction in kilowatt hours for March this 
year moderately exceeded that of March, 
1946 ; the difficulty lies not only with the 
drought, but in the fact that hydro 
capacity is increasing so slowly as com- 
pared with total output. Most new in- 
stallations are in steam plants. 


OWEVER, fuel costs might be even 
worse if it were not for the mod- 

ern efficient steam capacity now being in- 
stalled. The big construction program 
did not really get under way until about 
August, 1947 ; the last five months of the 
year accounted for 1,494,000 of the 
year’s total increase of 1,895,000-kilo- 
watt capacity. In the first quarter of 1948 
the increase has been at about the same 
rate—a little less than 300,000 a month. 
With kilowatt-hour output currently 


Feb. Mar. 3 Mos. 
112% 
12.8 
43.6 
14.8 
18,1 


5.4 
3 D 24 
47 
9 D 25 


13.9% 12.9% 
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stabilized, further improvement in water 
conditions (already occurring in New 
England, following improvement in 
California), combined with further gains 
in plant capacity, will prove beneficial to 
earnings. 

However, some companies are stock- 
piling fuel in anticipation of trouble with 
John Lewis this summer. According to 
an estimate in The Wall Street Journal, 
the granting of all of Mr. Lewis’ prob- 
able demands—$100-a-month pensions, 
a 30-hour work week, a $250 vacation 
allowance, and increased welfare fund 
royalties—would increase the average 
cost of coal for the electric utilities from 
$6.50 a ton to $9 a ton. Electric utilities 
used 8,134,000 tons of coal in March 
so that, if this estimate is correct, the in- 
creased cost would mean about $20,000,- 
000 more expense per month. After al- 
lowing for Federal tax savings, this 
would involve a net loss of $14,400,000, 
equivalent to a reduction of 22 per cent 
in February net income. This seems the 
very worst that could happen; it is ex- 
ceedingly doubtful that Mr. Lewis can 
gain all these objectives, with the current 
widespread opposition to a third round of 
wage increases. Of course, with good 


e 


luck on water conditions, some part of the 
loss could be made up during the balance 
of the year, but these gains could hardly 
be sufficient to absorb the entire amount 
of $14,400,000. 

Monthly FPC figures are now avail- 
able for the natural gas companies for 
January and February. These com- 
panies are maintaining their advantage 
over the electrical companies with re- 
spect to gains in revenues and net income, 
In 1947 they showed an increase in rev- 
enues of 16.1 per cent and in net income 
of 15.2 per cent. In February, 1948, the 
gains were 18.1 per cent and 15.7 per cent 
over the same month of 1947, respective- 
ly. 

5 
Utility Financing in Month 
Ended May 18th 


| Cioran: in the month ended May 
18th again indicated the growing 
popularity of debentures and convertible 
issues. (See table.) Total amounts were 
$40,000,000 mortgage bonds, $157,000, 
000 debentures, $24,000,000 preferred 
stocks, and $21,000,000 common stocks. 
Eighty-one million dollar issues were 
convertible. 


PRINCIPAL PUBLIC OFFERINGS OF UTILITY SECURITIES 
(April 20-May 18, 1948) 


Amount Description 
Date (Mill.) Mortgage Bonds 


14 Wisc. Mich. Pr. 3s 1978 
6 N.Y. State E. & G. 3s 1978 .... 
15 So. Calif. Gas 34s 1978 
5 West Texas Ut. 3s 1978 
Debentures 
100 So. W. Bell Tel 33 ’83 
57 Con. Edison Cv. 3s 1963 
Preferred Stocks 


20 So. Calif. Ed. 4.56% Cv. Pfd. .. 25.10 
4 So. Caro. E. & G. 54% Cv. ae 
48.50 


Common Stocks 
Detroit Edison ($1.20) 
Idaho Power ($1.80) 
Kansas G. & E. ($1.60) 
So, Caro. E, & G. (50¢) 


*Subscription price to stockholders. 

tApproximate. Bankers are to pay $1,000 for underwriting privilege; all but small amount 
expected to be subscribed. 

#Minimum and maximum. (See prospectus.) 
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Price to Price to 
Company 


24.30 
(585# 
16.15# 


Com. Yield to Prin. Syndicate 
Public Etc. Public Head 
100.88 55 2.96% Halsey, Stuart 
42 2.96 Halsey, Stuart 
56 i Lehman Bros. 

A Hemphill, Noyes 


102.50 
100.00* 


26.25 
50.00* 
50.00* 


20.50 

31.50 

26.00 
6.50* 
6.50* 


Morgan Stanley 
Halsey, Stuart 


First Boston 
Kidder Peabody 


Coffin & Burr 
Blyth & Co. 
Union Securities 
Kidder, Peabody 
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Practically all the financing was de- 
signed to raise construction funds, direct- 
ly or indirectly. (Part of the Consoli- 
dated Edison debenture issue was for 
refunding of preferred stock.) The 
relative proportions of bonds, preferred, 
and common stock were, in general, simi- 
lar to those prevailing earlier in the year ; 
the amount of common stock financing is, 
of course, substantially bolstered by re- 
investment of amortization and earnings. 

Regarding the reception of these 1s- 
sues by the investing public, three recent 
issues have been offered to stockholders 
and hence cannot be rated yet. Of the 
nine remaining issues, three were very 
successful, two well received, and four 
“slow,” the respective dollar amounts in 


millions being $129, $11, and $38. 
e 


Salvaging the Holding 
Companies 


me construction and finance pro- 


grams emphasize the proper purpose 
of the utility holding company, as they 
did immediately after World War I. In 
legalizing the 3-tier holding company 
(the so-called grandfather clause in the 
Holding Company Act), Congress 
recognized this indispensable function. 

While several years ago there was 
a tendency to limit sharply the geo- 
graphical area which could be served by 
a holding company system, the wide area 
permitted for such holding companies as 
Southern Company and American Gas 
& Electric is now reassuring. As long as 
the area is compact and the system well 
knit, the exact number of adjacent states 
included is apparently not a limiting fac- 
tor. 

It now appears that a considerable 
number of holding companies may be sal- 
vaged in the “reducing program” of the 
overgrown utility empires of 1929, and 
new ones are being created as well. Thus 
the act has become creative as well as de- 
structive. Under liberal interpretation, 
further progress may be made along 
these lines, to facilitate solution of grow- 
ing financial and managerial problems 
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raised by urgent demands for more pow- 
er and natural gas. 

It may now be possible to save some 
of the holding companies which a year or 
so ago seemed slated for dissolution. 
North American Company has with- 
drawn its Plan III, which called for re- 
linquishment of all utility holdings; 
President Freeman feels that the hold- 
ing company is needed to help finance the 
huge expansion program of Union Elec- 
tric and other subsidiaries, through con- 
tributions of equity money. 


Pas H. Topp, a director and class 
“A” stockholder of International 
Hydro-Electric System, proposes that 
that company be kept alive. The com- 
pany’s stock interest in New England 
Electric System has been reduced from 
88 per cent to 8 per cent through the lat- 
ter company’s recapitalization, thus solv- 
ing the great-grandfather problem. 
Moreover, the present system setup en- 
joys very substantial Federal tax savings, 
Mr. Todd has pointed out. He suggests 
that the debentures might be refunded at 
a lower interest rate and gradually re- 
tired through income and partial sale of 
assets. A brief has been submitted to the 
SEC for Mr. Todd by Ganson Purcell, 
former SEC chairman. 


cl 


Wall Street Views on Utility 
Stocks 


HERON W. Locke, utility analyst of 

Goodbody & Company, has pre- 
pared an 8-page study on Niagara Hud- 
son Power. After describing the system 
background and the recent decision of 
the public service commission of New 
York permitting a merger of three major 
subsidiaries, Mr. Locke discusses the cur- 
rent and future trend of earnings, and 
estimates possible break-up values for 
the common stock. 

Early 1948 earnings have been un- 
favorable, owing to adverse drought 
conditions and the necessity of buying 
substantial amounts of power and using 
inefficient stand-by steam plants. Mr. 
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Locke forecasts disappointing results for 
1948 but thinks that the 180,000-kilowatt 
new plants going into operation late this 
year will restore earning power in 1949. 
Another 117,000 kilowatts will be added 
in 1949-51. Development of St. Law- 
rence power as a state project (recently 
advocated by Governor Dewey) would 
give the system cheap power and permit 
some modjfication of the building pro- 
gram. 

Regarding rates, Niagara Falls Power 
has applied for a well-justified increase of 
$2,500,000. (Return on investment is 
very low.) On the other hand, it was pro- 
posed last summer that merger savings 
in overhead (estimated at $1,000,000) 
should be passed on to consumers as a 
rate cut. The PSC naturally agreed to 
this, but its recent findings hinted that 
additional cuts might be required even- 
tually because of the $70,000,000 reduc- 
tion in the rate base. (The latter result- 
ed from plant write-offs and a heavy in- 
crease in depreciation reserve, adjust- 
ments conceded by the company to ex- 
pedite the merger.) However, system 
residential and farm rates are well below 
average (2.68 cents in 1947) and usage 
is above average (1,602 kilowatt hours). 
Taking all these factors into account it 
appears unlikely that, on balance, there 
will be any adverse effect on 1948-9 earn- 
ings as the result of rate adjustments. 


ooppopy & ComMPANy expects the 
SEG to approve the merger. (Ap- 
plication is being currently made.) 
After this is consummated, the parent 
company will submit a plan for its own 
recapitalization or dissolution. At the 
end of 1948 the “priorities” (a bank loan 
and the two preferred stock issues, on 
which arrears are now paid up) will 
amount to an estimated $68,000,000, or 
$6.60 per share of common stock; and 
including preferred redemption pre- 
miums, the amount would be $7.52. The 
company will probably submit a plan to 
retire these priorities by one of three pos- 
sible methods : (1) Sale of some common 
stock of the merged subsidiary (through 
subscription rights or public offering). 
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(2) Issue holding company debenture 
(if permitted); then retire debenture 
(or other priorities) through optional 
subscriptions by stockholders to take w 
a pro rata amount of operating com. 
pany stock; remaining cash needs (to 
complete retirement of debentures) to be 
obtained through dividend income. (3) 
Mandatory allocation of subsidiary stock 
to retire the preferreds, as Common. 
wealth & Southern and United Corpora 
tion are attempting to do. Mr. Locke 
considers it likely that the company will 
use the second plan. 

With respect to the estimated liquidat- 
ing value for the present stock (current: 
ly around 93), Mr. Locke’s tabulated 
figures range from $8.13 to $12.89. The 
lowest figure assumes earnings of $15; 
000,000 capitalized at 10 times, with pre- 
ferred stocks obtaining call premiums, 
The highest figure ($12.89) is based on 
earnings of $16,000,000, a multiplier of 
12, and par for the preferred stocks. 
However, using a yield basis and assun- 
ing market seasoning for the new stock, 
even higher values are deemed possible, 
and the estimates on this basis run to 12- 
15, indicating possible gains of 50 per 
cent over the present market price ina 
12- to 18-month period. 

Harold H. Young of Eastman, Dillon 
& Company has prepared a 5-page memo 
randum on Empire District Electric con- 
mon stock, listed on the New York Stock 
Exchange. At 14} the stock yielded 77 
per cent and the price-earnings ratio was 
less than 7 ; but the stock has recently at- 
vanced about a point, changing thes 
figures somewhat. 


i HE company furnishes electricity to 
the tristate area; it serves adjacent 
corners of Missouri, Kansas, Oklahoma, 
and Arkansas, including about 120 com- 
munities. This area is principally known 
for lead-zine production and some of the 
mines have been pretty well worked out, 
with resulting high production costs ané 
abandonments. Hence, the stock has 
been regarded as in a class with Scranton 
Electric—the anthracite mines in that 
company’s area were in a declining trend 
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during the 1930’s. Both companies have 
benefited by wartime conditions, but 
fears regarding the future of these areas 
have apparently affected the standing of 
their stocks. However, Empire District 
(as well as Scranton) has been very ac- 
tive in promoting diversified industry in 
its area; dairy operations, poultry rais- 
ing, and livestock are increasingly im- 
portant, and resort business also has 
been increasing. 

Last June the Federal government 
discontinued the wartime subsidies to 
zinc mines in this area, closing some of 
the marginal mines, and this was reflect- 
ed in lower price levels for Empire Dis- 
trict Electric. The company’s earnings 
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dipped from $2.38 in 1946 to $2.03 in 
1947, but in the twelve months ended 
March 31, 1948, recovered to $2.16. The 
conservative $1.12 dividend has been 
paid since 1945. While sales of elec- 
tricity to lead-zinc mines in the first 
quarter of 1948 were only 15,000,000 
kilowatt hours versus 34,000,000 a year 
ago, sales to other customers increased to 
76,000,000, from 65,000,000 ; and because 
the new business was at higher average 
rates than the lost mining business, rev- 
enues (with the help of rate fuel clauses) 
gained about 6 per cent over last year. 
In the over-all district served by the com- 
pany bank deposits are higher than a year 
ago. 


e 


UTILITY STUDIES BY WALL STREET FIRMS 


Utility 
American Cities Power & Light 
American Gas & Electric 
American Power & Light 
American Tel. & Tel. 
American Tel. & Tel. Bonds 
Central Illinois P. S. 
Chicago Corp. 
Cities Service 
Columbia Gas 
Columbus & So. Ohio Elec. 
Consol. Gas (Balt.) 
Consumers Power 
Empire District Elec. 
Engineers Pub. Serv. Stubs 
Federal Water & Gas 
Inter. Tel. & Tel. 
Inter. Tel. & Tel. 
Mission Oil 
National Gas & Electric 
Niagara Hudson Power 
Niagara Hudson Power 
Niagara Hudson Power 
Public Service Corp. of N. J. 
Public Service Elec. & Gas 
Public Service Elec. & Gas 
Southern Production 
Wisconsin P. & L. 


General Topics 
Elec. Cos. Using Nat. Gas As Fuel 
Tabulation of Electric Utility Stocks 
Gas Pipe-line Earnings 
Low-priced High-yield Electric Utilities 
Current Developments in Utilities 
Electric Light & Power Industry 
Attractive Pennsylvania Utility Stocks 
Attractive Utility Common Stocks 
Pub. Util. Stocks Offer Apprec. 


Firm 


Shearson, Hammill 


Eastman, Dillon 
Hentz 

Barron’s 
Eastman, Dillon 
Goodbody 


Shearson, Hammill 


Goodbody 
Merrill Lynch 
Eastman, Dillon 
Argus Research 
Argus Research 
Eastman, Dillon 
A. M. Kidder 
Eastman, Dillon 
Francis I. Dupont 
Eastman, Dillon 
John Nickerson 
Ira Haupt 
Laidlaw 

Bache 
Goodbody 
Goodbody 
Goldman, Sachs 
Argus Research 
Eastman, Dillon 
Ira Hupt 


Reynolds 

First Boston 
Barron’s 

Hentz 

Eastman, Dillon 
Argus Research 
Eastman, Dillon 
Josephthal 
Eastman, Dillon 


Previous list in March 11th issue, page 375. 
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Another obstacle last year was drought 
conditions which curtailed hydroelectric 
generation, but this situation showed 
marked improvement in the first quarter 
of this year, when share earnings were 
66 cents versus 53 cents last year. Pres- 
ent earnings are considered by Mr. 
Young to be below the level permitted 
by the Missouri commission under its 
rate formula. Despite the fact that plant 
account is carried at original cost, the 
stock is selling below its book value of 
$16.32 as of February 28, 1947. 

Other recent Wall Street studies are 
listed in the table on page 795. 


* 


“Kilowatt Crisis’ in Northwest 
Attributed to Government 
Ownership 


HE WALL STREET JOURNAL of May 

13th carried a feature story “North- 

west Turns Away Industries for Lack 
of Enough Electricity—More Aluminum 
for Planes, Less for Pots and Pans; 
Power Expansion Sought.” The article 
points out that it takes a long time for 
new hydro power projects to be built, and 
also that Congress under Republican 
leadership has been paring appropriations 
for Bonneville and other hydro projects. 
But private companies in the North- 
west have been loath to plan any big ex- 
pansion programs, because they do not 
know how they stand with respect to pub- 
lic ownership. Puget Sound Power & 
Light, for example, has about given up its 
fight against the PUD’s, Seattle, and 
Bonneville, and is seeking the best terms 
it can get for piecemeal sales to public 
power agencies on a county-wide basis. 
Other companies in this area are appre- 
hensive that they will eventually be 
“taken over” to build up a distributing 
network for the public power projects. 
As a result, the common stocks of these 
companies reflect these fears and uncer- 
tainties, and it is difficult for the com- 
panies to plan the financing for any sub- 
stantial expansion programs. Thus it ap- 
pears that public power has successfully 
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strangled the growth of the private com. 
panies in this area. It has threatened to 
do so in the TVA area, but Congress re. 
cently ruled that TVA should not under- 
take to supply the increased power re. 
quirements of private companies in its 
area by construction of huge steam plant 
facilities. 
* 


Tax Rates and Income 
Distribution 


ANY of the conflicts in this country 
between political parties and be- 
tween labor and management are due in 
some measure to widespread misconcep- 
tions regarding the relative shares re- 
ceived by labor and capital in the distri- 
bution of the sales dollar. 

The Guaranty Trust Company of New 
York states that it would be interesting 
to know to what extent the present Fed- 
eral tax structure rests upon similar 
errors concerning the distribution of in- 
come. The bank discussed this question 
.in the April 29th issue of The Guaranty 
\Survey. It-is-pointed out that our tax 
\System_is very much to blame forthe 
present slowing down in the_flow of 
venture capital into industry. 

Unduly high tax rates on large in- 
comes have unintended economic results, 
inhibiting industrial development, limit- 
ing employment opportunities, and re- 
stricting all incomes, large and small. 
Also, the Survey states it is easy to 
demonstrate that the total income re 
ceived by the high-income groups is too 
small to have an important effect on in- 
comes at the lower level or on govern- 
ment revenues under any conceivable tax 
system. 

Guaranty Trust asserts that our tax 
rates have already been carried to much 
higher levels than are consistent with the 
sound financial conditions on which al 
economic progress, and hence all in- 
comes, must necessarily depend. The 
bank concludes that further tax relie! 
can come either in the form of over-al 
reduction or of revision of the tax struc- 

ture so as to strengthen economic im 
centives. 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 


Natural Gas—Retail 


Arkansas Natural Gas 
Atlanta Gas Light ($1.20) 
Columbia Gas System (75¢) 
Consol. Gas Util. (50¢) 
Consol. Natural Gas ($2) 
Houston Natural Gas (80¢) 
Indiana Gas & Water ($1) 
Kansas-Neb. Nat. Gas (85¢) 
Lone Star Gas ($1) 

Mission Oil ($2.10) 

Mobile Gas Service ($1.50) 
Montana-Dakota Util. (80¢) 
National Fuel Gas (80¢) 
Okla. Natural Gas ($2) 
Pacific Lighting ($3) 

Pacific Pub. Ser. (80¢) 

Rio Grande Valley Gas (5¢) 
Rockland Gas ($1.70) 
Southern Union Gas on 
Southwest Nat. Gas (20 


AQGVTOYVwAWOSON 


—) 


United Gas ($1) 
Washington Gas Light ($1.50) 


NAADOOVVARWAMAARANROS 


Averages 


Mixed Gas—Retail 
S Laclede Gas Light (20¢) 


Averages 


Natural Gas—Wholesale & Pipe Line 


El Paso Nat. Gas ($2.40) 
Interstate Nat. Gas ($1.75) 
Missouri-Kansas P. L. ($1) 
Northern Nat. Gas ($1.60) 
Panhandle Eastern P. L. ($3) 
Southern Nat. Gas ($1.50) 
Southern Production 

Tenn. Gas & Trans. ($1.40) 
Texas Gas Transmission 
Texas East. Trans. 


COOCOCOVummononm 


Averages 

Manufactured Gas—Retail 

0 Birmingham Gas (60¢) 
Bridgeport Gas ($1.40) 
Brockton Gas Lt. ($1) 
Brooklyn Union Gas 
Hartford Gas ($2) 
Haverhill Gas Lt. ($1.60) 
Jacksonville Gas ($1.40) 


Averages 


Texas Public Service (SI. M0 and stk.) 


5/13/48 


Yield 
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Def.—Deficit. wd—When distributed. C—Curb Exchange. O—Over-counter or out-of-town 
exchange. S—New York Stock Exchange. d—December, 1946; ap.—April, J—June, ju—July, 
dec.—December, 1947; ja.—January, 1948, f—February, 1948, m—March, 1948, 


*Eight months. 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND 
WATER COMPANIES 
P., 
Telephone Companies Price Yield Earned Roo 

Bell System 
American Tel. & Tel. ($9) . 7.69-£ 
Cinn. & Sub. Bell Tel. ($4.50) : 3.85-dec. 
Mountain States T. & T. ($5 . 3.60-m 
New England Tel. $4) ; 4.38-m 
Pacific Tel. & Tel. ($4) . 2.80-dec. 
So. New England Tel. ($6) ; 3.76-dec. 


Averages 


Independents 

Associated Tel. & Tel. A 
General Telephone ($2) 

Peninsular Tel. ($2.50) 

Rochester Telephone 


ransit Companies 
Baltimore Transit 
Capital Transit 
Chic. S. S. & S. B. ($1.10) 
Cinn. St. Rwy. (60¢) 
Dallas Ry. & Term. ($1.40) 
Duluth Sup, Tran. ($1) 
SAE OIE aie hacen as ehh essies « 
Los Angeles Transit (50¢) 
National City Lines (50¢) 
Phila. Trans. 
Rochester Transit 
St. Louis Pub. Ser. A (50¢) 
Syracuse Transit ($3) 
Third Ave. Transit 
MLE PEE BOR sobs cowdonwen cscecee 
United Transit 
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S 
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O 
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O 
O 
O 
O 
O 
O 
S 

O 
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Averages 
Water Companies 
Elizabethtown Water ($6) 
Federal Water & Gas ($1.20) 
Hackensack Water ($1.70) 
Indianapolis Water A (80¢) 
Middlesex Water ($3) 
New Haven Water ($3) 
Northeastern Water 
Phila. & Sub. Water (80¢ 
Plainfield Union Water ( 
Stamford Water ($1.80) 


OoO000M00 


2.63-d 
4.74-dec. 
2.27-dec. 


o~, 

—_ 
WAL, MPP 
pw: SCHOROWSO 
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Averages 

Water Companies—1946-7 Issues 

S Amer, Water Works (60¢) 
California Water Ser. ($2) 
Ohio Water Ser. ($1.50) 
San Jose Water ($2) 
Scranton-Spring Brook (70¢) 
West Virginia Water Ser. ($.06) 


.84-dec. 
2.70-dec. 
2.19-m 
2.79-m 

.92-dec. ‘ 
1.49-m 107 


—_—_— 


6.8% 106 


Def.—Deficit. C—Curb Exchange. O—Over-counter or out-of-town exchange. S—New York 
Stock Exchange. d—December, 1946; dec.—December, 1947; f—February, 1948; m—Mard, 
1948. 
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What Others Think 


Need for Higher Electric Rates 


i> maintain the financial integrity of 
the electric utility systems, it may 
be necessary to have increases in their 


note of a recent address given by N. W. 
Funk, executive vice president of the 
hiladelphia Electric Company before 
the Maryland Utilities Association an- 
nual meeting in Baltimore. 

In discussing the subject of inflation 
and the utilities, Mr. Funk emphasized 
his point as follows : 


... When the whole price level of the nation 
has been increased from 50 to 100 per cent, 
it seems quite unreasonable to contend that 
one section of the economy should continue 
to exist below a preinflationary price level. 
Do not think for a moment that I believe 
that there is no possibility of improving the 
present operations of the electric utilities. 
Increased price levels are always productive 
of engineering developments that may be 
uneconomical at a lower price level, and with 
the continued increase in electric energy 
output there is no doubt in my mind but that 
we will find methods of overcoming the ef- 
fects of these high prices as time goes on. 

However, the transition in price level has 
been so rapid and, apparently, will continue 
to persist at the new level for some period 
of time, that developments to overcome this 
effect on the rate schedule cannot be made 
with the same rapidity that took place in 
the price change. 


M* FUNK assumes that the peak of 
general prices has been passed, but 
he points out that this fact will make it 
much more difficult for the public to un- 
derstand why the electric utilities should 
need increased rates with prices on the 
down grade. Another factor complicates 
the situation. Mr. Funk believes that the 
period of low return on money is at an 
end, and that hereafter the interest on 
long-term debt will in all probability in- 
crease. Also, since much of the financing 
in the past has been with bonds and pre- 
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ferred stocks, many utilities now are find- 
ing themselves in a position where addi- 
tional financing will have to be done 
through the sale of common stock, which 
obviously requires a higher remuneration 
than that required by the senior securi- 
ties. Hence, higher rates will be needed. 
Further, all expansion of plant will be 
at a relatively high cost level. Therefore 
revenues from sale of energy will have 
to advance to assure a reasonable return 
on the new investment in plant. 

On this problem of necessity for new 
plant, Mr. Funk said: 


The reduction in unit cost of the delivery 
system per kilowatt hour experienced in the 
past may not be present to the same extent 
in the future, partly because most of the 
excess load-carrying ability that was built 
into these systems, because of mechanical 
strength requirements, has been largely 
utilized by the increase in loads in the past, 
and partly because now, that the territory 
served by the industry has been generally 
well covered with transmission and distri- 
bution facilities, any further increase in such 
load densities will require the provision of 
additional facilities almost in proportion to 
the increase in load; and load factors have 
now reached such magnitudes that any fore- 
seeable improvement therein will be small in 
relation to increases experienced in the past. 

Furthermore, the additional facilities re- 
quired by the increases in load densities will 
be provided at much higher construction unit 
costs than existed in the past, and this, 
coupled with increased costs of labor and 
materials for the operation and maintenance 
of these systems, leads to the unavoidable 
conclusion that not much, if any, economies 
in unit costs per kilowatt hour of service 
rendered can be expected in the immediate 
future. 


This all adds up to the conclusion that 
the larger margin of technical improve- 
ment that was available in the earlier 
years has gradually been disappearing so 
that inordinate increases in the cost of 
basic materials cannot be easily over- 
come. 
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“Hot Wires’ 


N France, B. D. Cullity, of the Massa- 
chusetts Institute of Technology, re- 

cently read his report before the February 
meeting of the American Institute of 
Mining and Metallurgical Engineers. 

By a seeming fantastic scheme, power 
plants, as we know them today, will be- 
come things of the past. New kinds of 
wire will transform heat into electric 
current when simply hung in the sun- 
shine. This wire will function equally as 
well when hung in a furnace or before 
a hot stove. 

Such wires might likely be the answer 
of changing atomic energy into electric. 
Getting the heat of an atomic oven, or 
pile, to the place where it will produce 
steam and electricity is handicapped by 
the fact that dangerous radioactive atoms 
also pass out with the heat. 

However, these risky atoms do not 
travel in an electric current. Nor do they 
travel through the wires that would carry 
electric current. Such wires, inside a pile, 
delivering power, would be safe enough 
for instant use. 

Atomic power was not discussed by 
Cullity, but he made favorable compari- 
sons with steam power. 


of the Future 


Zp: new wires proposed by Cullity 
are an alloy of the metals bismuth 


and selenium, used for half the proposed 
loop. An alloy of zinc and antimony for 
the other half. 

The principle of thermocouple is em- 
ployed with loops of the two kinds of 
wires. Such loops can measure the heat 
of a star by changing its warmth into 
electricity. When one end of a loop is 
warmed and the other end cold, electricity 
flows from the point that is warmed, 

Cullity points out that the efficiency of 
this loop in changing heat into power is 
better than that of a small steam engine. 
Twenty-five per cent as good as the 
efficiency of a modern steam plant, but 
many times as good; yes, many times 
better than the small motors that now 
run on the electricity they obtain from 
a ray of light. 

No engines have been built by Mr. 
Cullity. Only tests in the laboratory, seek- 
ing better alloys that will change heat 
into electric current. The power eff- 
ciency is slightly increased by the addi- 
tion of a little of the metal tellurium into 
the new wires. 

—Drew J. Davi 





A Persuasive Appeal for Franchise Votes 


OK greeny Gas & Exectric Com- 
PANY has published an interesting 
32-page booklet designed as an appeal to 
citizens to vote for renewal of the com- 
pany’s franchise in Norman, Oklahoma, 
in a special election. The brochure is a 
good example of effective publicity for 
such an operation. It is simply written, 
with numerous illustrations, facts, and 
readable exposition. 

For example, the cover of the booklet 
shows.a picture of a serviceman coming 
down from a repair job on a pole, The 
opening paragraphs are: 

Hello Friends: 

I’m your electric serviceman and I’ve come 


down and off the pole so that my co-workers 
and I can visit with you about something 
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vital to all of us—it is YOUR ELEC- 
TRICITY. 

The reason we should visit about it NOW 
is because our company, the OG&E, is ask- 
ing that you continue to permit us to serve 
you, the same as we have been serving you 
for the past thirty-one years. Your decision 
in this is to be made known at a special elec- 
tion to be held Tuesday, May 4th. 

We hope you will go to the polls on that 
day and vote FOR the franchise renewal, 
feeling in your hearts that it is good for 
you and good for Norman. Of course when 
you do this you have the right to expect 
our promise for the future. Happily, we give 
you this. It is our record of the past plus 
our plans for things ahead. Let’s look at 
these together. 


Ks thought on the following pages 
is portrayed with three or four short 
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paragraphs facing a full-page picture 
stressing primarily community and com- 
pany activities. The approach is human. 
Thus on a page entitled “Good Electric 
Service Doesn’t Just Happen,” the text 
concludes with the following paragraph: 
OG&E is a human company. We, its mem- 
bers know this and that’s why we're willing 
to put out a little more than is asked of us. 
That’s why we're ready to battle darkness 
and long hours when storm and accident 
strike. We know our job is to keep electricity 
at your switches. 


The headings on the various pages re- 
veal the tone of the publication, Here are 
some of them: 

Our Payroll Is Worth About $141,000 a 

Year to Norman Business. 

When You Want Electricity You Want 

It Right Now . . . and Good. 

OG&E Paid More Than $77,000 in Taxes 
to Norman during the Past Five Years. 
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Your Electric Rates Have Been Con- 
sistently Reduced, 

OG Assumes a Heavy Obligation 
When We Request Franchise. 

We Have Been Serving Norman Well for 
a Long Time . . . Thirty-one Years. 

OG&E Plans to Spend Nearly $236,000 in 
Norman Improvements and Extensions. 

Your Electric Rates Are Lower Than in 
Towns Having Municipal Ownership. 


The booklet concludes on the general 
theme of now we must go back to work 
but we appreciate very much that you 
have taken time to visit with us and to 
know our story. 

Since the above comments were writ- 
ten, the Norman franchise election was 
held and resulted in a renewal of the com- 
pany’s franchise by a vote of 1,354 to 44. 
The approving vote cast was near the 
high for any general election in this city 
of about 19,000 population. 
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Fifty Years of Achievement — Shawinigan 
Water & Power Company 


HE Shawinigan Water & Power 

Company has commemorated its 
fifty years of service to the Province of 
Quebec with an impressive booklet telling 
the story of the company’s development 
since the date of its incorporation in 
1898. 

The publication is so attractive as to 
invite thorough reading, then placing it 
in a handy place for reference. The 60- 
page brochure is illustrated with art work 
and pictures of the highest type. Two 
main themes are developed with many 
unique features. Described first are the 
physical and material assets of the com- 
pany—power, industrial chemicals, en- 
gineering and construction, and trans- 
portation. The second half of the booklet 
is devoted to the personal or human assets 
—employees, customers, and security 
holders. 

The fact that the company’s personal 
contacts speak two languages, French 
and English, is one unique feature com- 
ing to the attention of the reader. After 
the physical assets of the company are 
pictured, described, and mapped, the hu- 
man side of the organization is intro- 
duced by a page entitled “The Shawini- 
gan Way.” The concluding paragraph 
on this page says: 

The Shawinigan Water & Power Com- 
pany, owned largely and operated entirely 
within the Province of Quebec, is proud of 
its contribution to national progress. The 
company possesses a profound respect for 
the fundamental principle that progress 
flows most readily from codperative efforts 
freely extended. Under our democratic sys- 
tem and free competitive enterprise the peo- 
ple of Canada have advanced in wealth, well- 
being, and prestige. These people—those who 
work within the company, those whom the 
company serves, those who provide the 
money which makes the company’s opera- 
tions possible, and the public generally—all 
benefit through harmonious interdependence 
of effort. To these people the following 
pages are devoted. 


ae next ten pages present the stories 
of the employees. Subjects covered 
include long service records, fair wage 
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policies, working conditions, educational 
advantages, prevention of accidents, 
health, and recreation. A fewer number 
of pages, but not less thought, then are de- 
voted to customers and security holders, 

In a neat pocket on the inside of the 
back cover is found a complete 30-page 
copy of the fiftieth annual report of the 
company for the year ended December 
31, 1947. It is presented in the same good 
taste and with the same completeness as 
was the anniversary book. Naturally, it 
contains all the facts and statistics deal. 
ing with operations, earnings, manage. 
ment, and financing. One feature is a 
management chart. It shows the eleven 
principal officers and ten departmental 
managers. The unique addition is a small 
shield under the name of each officer and 
manager showing the number of years 
of service of the employee holding that 
office. Confidence in the stability of the 
management is augmented when it is 
noted that no officer has been with the 
company less than eleven years and that 
nearly half of them have a service record 
of over thirty years. The general offices 
of the company are in Montreal. 

In reading this record of a half- 
century of accomplishment, one is re- 
minded that the pattern of development 
and progress in providing essential utility 
services is much the same in Canada as 
in the United States. In each country— 
even though government has preémpted 
certain sections by entering the utility 
field—the actual pioneer work has been 
done by groups of individual citizens, 
with the vision and courage to risk their 
capital in providing services which not 
only benefit the people but aid in develop- 
ing a given region. 

There are numerous instances, all over 
North America, of such accomplish- 
ments. The management of the Shawini- 
gan Water & Power Company has set a 
high standard in presenting this anni- 
versary booklet, a recital of that com- 
pany’s contribution to the people and to 
the economy of their Province. Such 
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stories demonstrate vividly how the 
investor-owned, business-managed utili- 


ties contribute to the life of the communi- 
ties they serve. 





Large Utility Bond Purchases by 
Life Insurance Companies 


_ insurance companies of the coun- 
try invested more than $205,000,- 
000 in public utility bonds during Janu- 
ary and February of this year. The 
Institute of Life Insurance reports that 
these acquisitions bring the total holdings 
of life insurance companies in utility 
companies to $6,930,000,000. In the past 
two years alone these institutions in- 
creased stich bondholdings $1,656,000,- 
000. 

Life insurance funds, accumulated by 
the country’s 75,000,000 policyholders, 
have become an increasingly important 
source of capital for the nation’s economy 
since the war’s end. The advance in hold- 
ings of corporate bonds and stocks by 
the life insurance companies during the 
past two years has been the equivalent 
of more than half the value of all new 
issues of these two types during the 2- 
year period, the institute reports. 

United States life insurance com- 
panies, investing their policy reserve 
funds, had $5 billion more in corporate 


bonds and stocks of business and indus- 
try at the end of 1947 than they had at 
the end of 1945. 

Analysis of the life insurance invest- 
ments by type of industry shows that the 
2-year increase in public utility bond- 
holdings, 1946-47, is the equivalent of 
about two-thirds of total new public util- 
ity issues in those two years. In the case 
of industrial and miscellaneous bonds, 
the ratio of increased life insurance hold- 
ings to new issues is even greater. Even 
in the case of preferred stocks, the ratio 
is approximately 40 per cent. 

Life insurance funds have, of course, 
taken a much smaller percentage of the 
new issues of common stocks, as a great 
part of the life insurance business is not 
permitted, under existing state laws, to 
invest in such securities. 

The aggregate investment of life in- 
surance funds in corporate securities at 
the end of 1920 was only slightly more 
than $2 billion, while today it exceeds 
$16 billion. 





Proper Depreciation for Rate Cases 


T= is little if any fixed relation- 
ship between the actual depreciation 
on most utility properties and the exist- 
ing book depreciation on that same prop- 
erty. That is a conclusion voiced by. As- 
istant Chief Engineer Warren Oakley 
of the public service commission of Wis- 
consin, 

In a paper presented at the twenty- 
sixth annual conference of state utili- 
ties commission engineers in Wash- 
ington, D. C., in April, Mr. Oakley dis- 
cussed the relationship between actual 
and book depreciation of utility property 
as it should be viewed in rate cases. 
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It was stated that this conclusion 
springs directly from a “startling inade- 
quacy in depreciation reserves which un- 
til comparatively recently had not been 
accumulated on theories now commonly 
accepted.” On this question, Mr. Oakley 
has some definite recommendations which 
follow : 

It is desirable that the 


reserve be reconciled with tl 
ciation existing in the utility 


ted depreciation 
the actual depre- 
roperty. In 
this connection it is recommended that the 
utilities be required to compute the reserve 
requirement on the existing plant property 
using the best mortality and average life data 
available, giving full consideration to the 
type of property now in plant and to other 
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factors which make past history inapplicable 
to the present state of the industry. 

The straight-line basis of depreciation is 
recommended unless proof is offered that 
some other theory is more nearly in accord- 
ance with actual depreciation facts. It is 
probably not essential that the reserve re- 
quirement as determined above be immedi- 
ately incorporated in the accounting records 
of the utility although this would appear to 
be definitely desirable ... 


T this point Mr. Oakley remarked 
that such procedure is particularly 
desirable when a ruling principle of Mr. 
Justice Brandeis is considered. The late 
justice stated in effect that present cus- 
tomers should not benefit from excessive 
depreciation paid in the past, nor should 
present customers be penalized because 
past customers have not paid adequately 
for the property consumed in their serv- 
ice. Continuing with Mr. Oakley’s dis- 
cussion : 


... The basic reason for the suggestion that 
the reserve requirement be now determined 
is because it would give both the company 
and the regulatory agency a much more satis- 
factory basis than that now existing to de- 
termine over a period of years whether the 
present annual depreciation allowances are 
excessive or inadequate. 

A continuing large increase in the magni- 
tude of the reserve on a property nearing 
stabilization Would indicate that a critical 
review of the annual depreciation allowance 
was due and conversely a low rate of growth 
or an actual shrinkage in the depreciation 
reserve of a company with similar growth 
characteristics would indicate that an in- 
<a depreciation allowance was being 
used. 

Under present conditions where the posted 
reserve bears little resemblance to the actual 
reserve requirement it is difficult to utilize 
the growth of the reserve as a basis for de- 
termining the adequacy of the annual pro- 
vision for depreciation. 


It was pointed out in this connection 


that, while problems of equity are of 
importance in rate cases, it is definitely 
desirable to deduct the reserve require- 
ment as suggested above from the actual 
original cost of the property involved, 
Mr. Oakley added that justice may re- 
quire a reanalysis of the book costs to de- 
termine whether proper accounting prin- 
ciples have been followed. On this 
subject he said : 


. . . For those elements of cost subject to 
managerial discretion such as overheads, no 
reaccounting should be made. When, how- 
ever, actual elements of material and labor 
costs have been charged to maintenance or 
operation in direct violation of prescribed 
accounting principles, the errors should be 
corrected. Unless this is done the book costs 
will not reflect the actual cost of utility 
property and correspondingly there can be 
no factual basis for determining deprecia- 
tion. 

The Wisconsin classification of accounts 
provides that separate depreciation reserves 
be maintained for each class of utility prop- 
erty. This method appears to have consid- 
erable merit in that it will indicate over a 
short period whether the certified deprecia- 
tion rate is tending to over or under accrue 
the reserve applicable to a given class of 
plant. 


Mr. Oakley further recommended that 
the utility and commission representa- 
tives review the situation at intervals of 
three to five years for the purpose of 
making necessary modifications. He said 
that the flexibility inherent in this system 
of recurrent review will tend to keep the 
annual provision for depreciation in 
balance with the depreciation currently 
being experienced and that when the re- 
serve requirement is once set up the re- 
sulting depreciation reserve will also be 
kept in reasonable balance with the de- 
preciation existing in the property. 





Utility Bills Are One-fifth Taxes 


B pee discriminatory Federal taxes on 
private enterprise electric utilities 
are in effect sales taxes passed on to con- 
sumers. They amount in the aggregate 
to 18 per cent of 1946 revenues from 
sales to ultimate consumers. Hence the 


average payment for electric service by 
customers of publicly owned undertak- 
ings would be increased by nearly one- 
fifth if such an equivalent Federal tax 
burden were distributed uniformly over 
all payments for service received by such 
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“NEXT I SEE A BEAUTIFUL BLONDE ENTER YOUR LIFE!” 


tax-exempt public utility undertakings. 

These are the views of the private in- 
dustry as presented to the Committee on 
Ways and Means of the House of 
Representatives late last year in a state- 
ment, entitled “Equality of Tax Treat- 
ment of Privately and Governmentally 


Owned Electric Utilities.” The state- 
ment was prepared by Herbert B. 
Dorau, professor of economics at New 
York University, and J. Rhoads Foster, 
lecturer in public utilities at the same 
college. The statement is in the form of 
a 50-page booklet. 

The Dorau-Foster report, prepared at 
the request of the Edison Electric Insti- 
tute and the National Association of 
Electric Companies, states that if the 
electric rates of publicly owned undertak- 
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ings were to include their fair share of 
Federal taxes, the average net monthly 
bills for 100 kilowatt hours of residen- 
tial service in cities of over 50,000 popu- 
lation would be increased from $2.89 to 
$3.43. Likewise, the same type of bills 
in communities of 2,500 to 50,000 popu- 
lation having service contracts with the 
Tennessee Valley Authority would be 
increased from $2.44 to $2.89. Also, in 
other governmentally served communi- 
ties of 2,500 to 50,000 population the 
bills would be increased from $4.05 to 
$4.81 a month. 


HE D-F report further states that 
the rates at which service is offered 
by publicly owned undertakings would be 
increased even more if state and local 
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taxes equivalent to the burden of such 
taxes on private enterprise electric utili- 
ties were reflected in the rates paid by 
customers of publicly owned undertak- 
ings. 

The Federal tax bonus has facilitated 
invalid and invidious comparisons of the 
rates at which electric service is offered 
by private enterprise and by publicly 
owned undertakings, the D-F report as- 
serts. 

Regarding this type of comparisons, 
the D-F report says: 

The drive for public ownership employs, 
as its chief device for attacking private en- 
terprise, false and misleading comparisons of 
the rates charged for electric service by pri- 
vate enterprise with the rates charged in 
selected service areas by publicly owned tax- 
exempt undertakings. 

The familiar assertion was that, accord- 
ing to the Tupelo rates or the Nashville rates, 
“the American people are overcharged ap- 
proximately $1 billion a year for electricity.” 

Rate comparisons are invalidated by the 
bounty made available to public ownership 


discriminatory Federal taxation 

discriminatory state and local taxation, 

and the value of other discriminatory 
privileges. 


The Federal tax subsidy alone ac- 
counts for the major part of the differ- 
ence in average prices at which electric 
service is offered by publicly and pri- 
vately owned utilities in cities of over 
50,000, 


Invalid rate comparisons, nevertheless, 


have been effectively used to entice areas 
not now enjoying tax-subsidized elec- 
tricity to get on the tax-free band wagon. 

The Federal tax subsidy and other 
Federal subsidies account for the major 
part of the difference in average prices in 
TVA-served communities and in com- 
munities served by private enterprise 
electric utilities. 

The Federal tax subsidy obscures or 
destroys the evidence of greater economy 
of private enterprise electric service in 
small communities. 

Heavier burdens should not be placed 
on citizens in general in order that citi- 
zens in Omaha, Nashville, Tacoma, and 
in a thousand other areas may, on account 
of tax exemption, be supplied electric 
service at lower prices than would be 
available in the absence of tax favoritism. 

Private enterprise electric utilities 
would be relieved of a tax burden in the 
amount of $540,000,000 if they were 
treated in the same manner as govern- 
mentally owned undertakings. 

Tennessee and Nebraska during re- 
cent years have accepted public owner- 
ship of businesses supplying electric serv- 
ice. The aggregate of Federal electric 
corporate income and electrical energy 
taxes paid by supplying electric service 
were in 1938: 79 cents per capita for 
the United States as a whole, 48 cents 
for Nebraska, and 38 cents for Ten- 
nessee. 





NSRB National Power Survey 


HE electric power situation in the 

United States was described as 
tight on May 19th by Arthur M. Hill, 
chairman of the National Security Re- 
sources Board, in a statement summariz- 
ing the results of a staff study. 

Mr. Hill added, however, that “the 
country should feel greatly assured by 
the fact that the electric utility systems 
are now engaged in the biggest expan- 
sion program in their history.” 

The seriousness of the situation, he 
said, lies in the fact that during 1947 
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electric power capacity was consumed to 
within a 5 per cent average margin above 
peak loads, compared with more than a 
20 per cent margin in 1941. 

Mr. Hill indicated that, barring un- 
foreseen circumstances, the expansion 
program should proceed according to 
schedule, with reasonable assurance of 
adequate electric power in most areas ex- 
cept the Pacific Northwest, where the 
situation is becoming progressively 
acute. He warned, however, that “if 
there should be any slippage in the fabri- 
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cation and erection of these new power 
plants on schedule, there would be great 
danger of serious power shortages in 
many areas of the country with subse- 
quent adverse effects on our entire 
economy.” 

“The National Security Resources 
Board,” Mr. Hill asserted, “will work 
actively with the other government 
agencies and the industries involved to 
explore every possibility of expediting 
and enlarging the power program. We 
shall also keep in touch with develop- 
ment so that we can recommend such 
governmental action as may be required 
in the light of future contingencies.” 


r. HILL’s statement was based upon 
M studies of the capacity and re- 
quirements of power systems and of the 
status of the production of heavy power 
equipment recently undertaken by two 
advisory committees as a result of a 
meeting on April 5th held by Mr. Hill 
with electric utility lead srs and govern- 
ment representatives. 

The studies were made under the im- 
mediate direction of Edward Falck, chief 
consultant of the board on power and 
utilities, and Consultant Paul B. Valle. 

If the electric power expansion pro- 
gram proceeds according to schedule, the 
studies disclosed, an increase of roughly 
20,000,000 kilowatts of capacity will be 
provided by the end of 1951. 

The studies pointed out, however, the 
desirability of government encourage- 


ment not only in seeing that manufactur- 
ers of generating equipment obtain the 
necessary materials to carry the expan- 
sion program to completion, but also to 
assure that timely orders are placed to 
take advantage of available manufactur- 
ing capacity now indicated in 1950 and 
1951. 


The committee which made the study 
on capacity and requirements of power 
systems was composed of E, Robert de 
Luccia, chief, bureau of power, Federal 
Power Commission; V. M. Marquis, 
American Gas & Electric Service Corpo- 
ration; J. E. Moore, Ebasco Services, 
Inc.; and Barclay J. Sickler, Bonneville 
Power Administration. 

The committee which studied the 
status of production of heavy electric 
power equipment consisted of Walker 
L. Cisler, executive vice president, 
Detroit Edison Company; Donald C. 
Luce, vice president, Public Service Elec- 
tric & Gas Company ; Chandler W. Jones, 
executive assistant, New England Elec- 
tric System; William R. Petersen, de- 
sign and construction engineer, Los 
Angeles Department of Water and 
Power; Mark Eldridge, Munitions 
Board; Walton Seymour, chief of divi- 
sion of power, Department of the In- 
terior; W. A, Krebs, attorney for the 
Atomic Energy Commission; Kenneth 
D. Johnson, general counsel, National 
Security Resources Board; and Paul B. 
Valle, consultant on power and utilities, 
National Security Resources Board. 





Notes on Recent Publications 


The Story of Mississippi Power & Light Com- 
pany. This company tells its story of private 
enterprise and pioneering in a pamphlet called 
“Power Pioneers for Twenty-five Years.” 
With respect to the cost of electricity the 
booklet says: “Sometimes, customers find 
it hard to realize that the price of electricity 
has been cut over 75 per cent since 1923. 
They forget that they are using more and 
bigger lamps, more appliances, more radios. 
Our average customer now uses four times 
as much electricity for the same money that 
he paid twenty-five years ago.” The com- 
pany contrasts the above with facts show- 
ing the cost of doing business by giving ex- 
amples of increases during the 10-year pe- 
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riod between 1937 and 1947 as follows: (1) 
The average earning per employee has 
doubled. (2) Copper wire now costs almost 
twice as much, (3) Light poles have more 
than doubled in cost. (4) Transformers cost 
two and one-half times as much, (5) Pipe 
costs have doubled. (6) Automobiles and 
trucks cost almost twice as much. (7) Costs 
of tires and tubes have almost doubled. (8) 
Gasoline costs are up 20 per cent and oil 
costs have increased 50 per cent. (9) Elec- 
tric and gas meters cost almost twice as 
much. Considerable attention was given 
throughout the booklet to the fact that the 
undertaking of pioneering electrification of 
the state was financed with private capital. 
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The March of 
Events 


In General 


TVA Cut Spurs Opposition 


ENOUNCING denial of funds for the 

New Johnsonville, Tennessee, steam 
electric plant, about 500 public power of- 
ficials and representatives from Tennes- 
see and neighboring states adopted a 
“grass roots’ program at Nashville on 
May 14th to arouse opposition to the 
action. 

Acting on a motion by John W. Norris 
of Brownsville, member of the Tennessee 
legislature and attorney for the South- 
western Electric Membership Corpora- 
tion, the meeting voted to sponsor news- 
paper advertising, radio programs, and 
other efforts to attract public attention. 

Samuel Pharr of Memphis, vice presi- 
dent of the Memphis Light, Gas & Water 
Division, said his colleagues in the Mem- 
phis governmental agency were strongly 
opposed to the action of the House Ap- 
propriations Committee in refusing a $4,- 
000,000 starting fund for the proposed 
steam electric plant and were working 
to have it rescinded. He said the Memphis 
Chamber of Commerce also was active in 
the campaign. 

Other speakers included S. R. Finlay 
of Chattanooga, president of the TVA 
Public Power Association, who called 
the meeting and presided over it; Ken E. 
Whitaker of Chattanooga, secretary of 
the association ; Mayor Thomas L. Cum- 
mings of Nashville; Mayor Hugh Was- 
son of Chattanooga ; Knox Hutcheson of 
Murfreesboro, president of both the Mid- 
dle Tennessee Electric Membership As- 
sociation and the Tennessee Codperative 
Association ; Max Bartlett of Knoxville ; 
and others. 

Mr. Finlay said the publicity campaign 
would be directed at a Senate subcom- 
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mittee which was scheduled to consider 
the House-slashed bill late in May. 


Harness Asks Removal of Straus 


EGISLATION which would have the ef- 
fect of removing Reclamation Com- 
missioner Michael Straus and Richard 
Boke, director of the bureau’s Region 2 
(California) from their present positions, 
was recommended on May 14th by Chair- 
man Forest A. Harness (Republican, 
Indiana) of the House subcommittee on 
Publicity and Propaganda. 

In a letter to Chairman Ben F. Jensen 
of the House subcommittee for Interior 
Department Appropriations, Congress- 
man Harness recommended the appropri- 
ation bill for that agency contain the fol- 
lowing language: “That on and after 
July 1, 1948, no money in the Appropria- 
tion Bill shall be used to pay the salary 
of a person in any of the following posi- 
tions in the Bureau of Reclamation un- 
less he be a qualified engineer ; (1) Com- 
missioner of Reclamation; (2) Assistant 
Commissioner of Reclamation; (3) Re- 
gional Director of Reclamation.” 

He said this action was necessary “to 
restore the Bureau of Reclamation to the 
enviable position it has long enjoyed as 
one of the outstanding construction agen- 
cies of the government.” 

Subsequently, Secretary of Interior 
Krug and Reclamation Commissioner 
Straus issued statements denouncing the 
alleged unfairness of the Harness Com- 
mittee hearings. They called attention to 
the fact that the committee had heard only 
one side of the story, principally as told 
by Reclamation Bureau’s chief critic in 
Congress, Senator Downey, Democrat of 
California. 
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Krug defended Straus and other bu- 
reau Officials as attempting to carry out 
the intent of Congress and enforce the 
laws prescribed for the administration of 
the Reclamation Bureau. 

Representative Jensen was previously 
reported to be planning to incorporate 
provisions of the Rockwell Bill relating 
to disposition of the interest component 
from power dam construction into the 
committee report on the 1949 appropria- 
tions. 

The subcommittee completed hearings 
after eleven weeks of sessions during 
which more than 10,000 pages of tran- 
script were taken. One of the last wit- 
nesses was Secretary of Interior Krug, 
who was questioned closely for more 
than an hour by Representative Jensen 
concerning disposition of the interest 
from power’s share of dam construction 
costs. 

A controverted solicitor’s opinion has 
held that this interest may be used to re- 
duce the share of dam construction 
charged to irrigation. Bureau of Reclama- 
tion officials have asserted that to divert 
the interest from this payment would 
either raise the cost of power or the cost 
the farmers must repay to the govern- 
ment for their water. 


Senators Kill Gas Measure 


HE Senate Commerce Committee 
last month buried the Moore-Rizley 
natural gas bill under a 9-to-4 vote. The 
committee voted not to report the bill 
despite a plea by Senator E. H. Moore, 
Republican of Oklahoma, for a delay. 
Moore urged that more study be given 
the measure, which passed the House last 
year. It would have restricted Federal 


Power Commission’s authority over pro- 
duction and gathering end use of natural 
gas sold in interstate commerce. 

Effect of the Senate action was to kill 
the measure for this session of Congress. 

Senator Clyde Reed, Republican of 
Kansas, urged it be killed because he said 
passage would give President ‘Truman 
grounds for a “strong veto message.” 
Reed based his assertion on charges by 
the FPC that the bill would raise con- 
sumer gas bills $56,000,000 a year. 


Gas Flow to East Estimated 


r. I. I, GArDEscu, geologist for the 

Trans-Continental Gas Pipeline 
Company, Inc., testified last month that 
the company had more than adequate re- 
serves to meet requirements for twenty 
years. The company proposes to build a 
26-inch, 1,400-mile pipe line from Texas 
to the eastern seaboard at an estimated 
cost of about $180,000,000. Dr. Gardescu 
was a witness when the Federal Power 
Commission reopened its hearing on the 
company’s application to construct the 
line. 

Trans-Continental’s president, Claude 
A. Williams, said the company had con- 
tracts assuring a daily 20-year supply of 
about 272,000,000 cubic feet and had 
contracted to distribute to communities 
in New York, New Jersey, Pennsylvania, 
and Maryland a daily average of 331,000,- 
000 feet. Other amounts would be sold 
to industrial users. 

The company proposes to finance its 
operation through issuance of 20-year 
bonds. Previous witnesses have said the 
supply of its gas reserves is such that the 
financing could be amortized in fifteen 
years, 


Alabama 


Utility Appeals to Court 


HE Birmingham Electric Company 
has appealed to the circuit court of 
Montgomery county, Alabama, the re- 
cent decision of the state public service 
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commission denying a transit fare in- 
crease for which the company had ap- 
plied. 

Charles S. Thorn, president, in a let- 
ter to stockholders, said any decision of 
the circuit court could be appealed to the 
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state supreme court by either party. The 
management, he said, is not in a position 
to indicate when a final determination of 
the matter may be expected. 

At the hearings held by the commis- 
sion in April, Birmingham Electric said 
it lost $557,957 from transportation op- 
eration in 1947. This loss was after direct 
taxes but before any provision for de- 
preciation, debt service, or dividends on 


the company’s preferred or common. 

In addition, Mr. Thorn said, the com- 
pany testified it would be extremely dif- 
ficult if not impossible to raise the needed 
additional capital to enable it to com- 
plete its transit modernization program, 
effect resulting savings in operating ex- 
penses, and keep pace with the growth in 
its territory unless the requested increase 
was granted promptly. 


Arkansas 


Rural Power Program Passes 
Peak 


yng rural electrification pro- 
gram, under which virtually all of 
the state’s area has been allocated to elec- 
tric codperatives and private power com- 
panies, passed the “peak” of major con- 
struction in 1947, and the rapid increases 
in rural customers is expected to end this 
year, the state public service commission 
reported last month, 

In its annual progress report on rural 
electrification, the commission said only 
67,689 families were receiving service be- 
fore 1946. During 1946, 23,962 new cus- 
tomers were connected to rural lines, and 
34,988 during 1947, bringing the total at 
the end of the year to 126,639. 

The commission said this represented 
approximately 56 per cent of the total 
number of “potential” customers. By the 
end of 1948, about 67 per cent of the “po- 
tential” is expected to be receiving serv- 
ice. Since the potential includes those who 
live in remote areas not likely to receive 
service, and those who do not want serv- 
ice, the commission does not expect more 
than about 80 per cent “saturation” to be 
reached within the foreseeable future. 


Approximately 95 per cent of the 
state’s area has been allocated by the com- 
mission for rural electric development. 
Approximately 62 per cent has been as- 
signed to rural electric codperatives, 37 
per cent to privately owned power com- 
panies, and .6 per cent to municipally 
owned power systems. Only 1.6 per cent 
of the area was allocated during 1947. 


AP&L Gets Assistance 
Be National Association of Rail- 


road and Utilities Commissioners 
recently filed a brief in the Federal Power 
Commission case against the Arkansas 
Power & Light Company, asking the 
FPC not to enter any order interfering 
with or interrupting the Arkansas Public 
Service Commission’s regulation of the 
company. 

The Arkansas commission made its 
own order fixing the company’s financial 
structure or rate-making base. The FPC 
wants the company to write off $6,247,- 
000 which it claims was paid for certain 
properties in excess of the original cost 
of the properties. 

Through Chairman Charles C. Wine 
of the state commission, Arkansas also 
has intervened in the case. 


California 


Government Complains of 
Overcharge 
aciFic Gas AND ELectric COMPANY 
was accused last month of making too 
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much profit on power it buys from and 
sells back to the Federal government. 
The charge was made in a formal com- 
plaint filed with the state public utilities 
commission by Wallace Howland, chief 


810 





THE MARCH OF EVENTS 


of the San Francisco antitrust division 
of the Department of Justice. It asked 
the commission to establish fair rates and 
to reimburse the government for asserted 
overcharges in the past. 

PG&E promptly countered with the 
assertion the action was purely punitive 
and that “the conveying provision” 
sought “is not authorized or intended by 
Federal or state laws and would be con- 


trary to the Federal reclamation law.” 

The complaint centered on the disposal 
of electric energy the government gen- 
erates at Shasta dam, Mare Island Navy 
Yard, and in Yosemite park. Part of it is 
sold to PG&E and the company carries 
it away on PG&E transmission lines. 
There are no others. Various government 
agencies buy it back at such places as 
San Francisco for the Navy. 


Georgia 


Electric Rates Raised 


TS state public service commission 
recently ordered a 10 per cent in- 
crease in south Georgia electric rates for 
residential and commercial service be- 
cause of “tremendous increases in the 
price of oil.” 

A commission order on May 14th au- 
thorized the Georgia Power & Light 
Company, which provides service to a 
large south Georgia area, to increase its 
rates $327,000 annually, or about 74 per 
cent of the amount requested. 

Commission Chairman Walter R. Mc- 
Donald pointed out the increase was 
necessary because oil, which is needed to 
generate electricity, increased 117 per 
cent in price during 1947 and is now 200 
per cent higher than at the end of the war. 

When the price of oil returns to 
normal, the rate increases atitomatically 
will be removed, according to the order. 


To Resume Dam Construction 


HE Georgia Power Company an- 

nounced last month it would resume 
construction on the $10,000,000 Furman 
Shoals hydroelectric development on the 
Oconee river near Milledgeville in 
Georgia. 

The project, first launched in 1929 but 
abandoned in 1930, will produce an aver- 
age of 160,000,000 kilowatt hours of 
electricity a year. Most of it will be chan- 
neled to Macon, Augusta, Milledgeville, 
and near-by towns. 

Construction is expected to get under 
way in 1949. The development will be 
completed in late 1951 or 1952. 

The dam, about four miles north of 
Milledgeville, will be masonry and earth 
fill, 100 feet high and 3,000 feet long. 
It will form a lake covering about 15,000 
acres, holding about 12,700,000,000 cubic 
feet of water. 


lowa 


Power Project Site Selected 


HE new Cornbelt Power Codpera- 

tive, a $7,000,000 Rural Electrifica- 
tion Administration project, will be built 
south of Humboldt at the forks of the 
east and west Des Moines rivers. 

The project is a merger of the Central 
Electric Federated Codperative, Poca- 
hontas, and the Federated Cooperative 
Power Association, Hampton. 

It will supply 30,000 farms. 
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Council Approves Bus 
Ordinances 


HE Council Bluffs city council last 

month approved an ordinance aimed 
at replacing streetcars with busses for 
public transportation in the city. 

Under the action, an all-bus transpor- 
tation franchise will be presented to the 
Omaha & Council Bluffs Railway & 
Bridge Company on a “take it or leave 
it” basis. 
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Indications were the company would 
“leave it.” Addison G. Xistle, company 
secretary, said “from what I have seen of 
the ordinance, it is not acceptable.” - 


The company’s franchise expired De- 
cember 6, 1947. Operations have con- 
tinued under a special agreement with the 
city. 


* 


Kansas 


Commission Issues Gas Supply 
Order 


HE state corporation commission 

last month ruled that natural gas dis- 
tributors in eastern Kansas must supply 
gas for fuel in new home construction if 
requested. At the same time it gave the 
utilities broad powers to refuse service 
to home owners and industries seeking 
to convert to gas fuel. 

The order followed an emergency con- 
ference by the commission, which had not 
expected to act on the case until later in 
the month. 


The recent action was the result of a 
hearing May 4th ona drastic order sought 
by the gas distributors to stop all con- 
nections for new service in the eastern 
part of the state, as a precaution against 
a severe gas shortage next winter. 

Jeff A. Robertson, chairman of the 
commission, said the ruling would mean 
that new home construction could move 
ahead with the assurance that gas service 
would be provided. He said the commis- 
sion took early action because of the im- 
portance of the order to industry and 
residential housing projects. 


¥ 


Kentucky 


Judge’s Ruling Contested 


HE controversy between Kentucky 

Utilities Company and the city of 
Paducah over purchase by the city of the 
electric plant there was taken under con- 
sideration by the court of appeals on May 
14th. 

The latest phase in the 2-year litigation 
was argued before the court on KU’s 
appeal from McCracken Circuit Judge 
Joe L. Price’s ruling in favor of the city. 
The city wants to buy the KU plant there 
and operate it with TVA power. 

Judge Price upheld Paducah’s claim 
that it had a right to proceed to purchase 
the plant under a clause in the franchise 
it granted KU in 1940 and that L. R. 
Howson is qualified to act for the city on 
a board to set a value on the plant. In 
1944, Howson, a member of a Chicago 
engineering firm, advised the city the 
plant was worth $2,050,000. 

Squire R. Ogden, Louisville, and Clif- 
ford E. Smith, Frankfort, of counsel for 
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KU, asked the appellate court to reverse 
Judge Price. Their arguments included 
claims that the city had to proceed under 
the 1942 legislative act enabling munici- 
palities to acquire such plants, instead of 
under the franchise agreement. They also 
charged there was “no good faith effort” 
by the city to agree on a price for the 
plant. 

The appellate court in 1945 and 1947 
upheld rulings favoring the city, made by 
Judge Price, in disputed points in the 
negotiations. Attorneys indicated that if 
the appellate court affirms Judge Price 
this time, the controversy might get into 
the courts again over the question of a 
fair value for the plant and eventually 
might be taken to the Federal courts. 


Democrat to Head Commission 


OBERT M. Co_emAn, Bowling Green, 
was appointed chairman of the state 
public service commission on May 13th 
by Governor Earle Clements, Coleman, 
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a Democrat, takes the helm of the utility 
regulating body from Charles E. Whittle, 
Brownsville Republican./Whittle, along 
with Cass R. Walden, Edmonton Re- 
publican, will continue to serve on the 


Kentucky Public Service Commission. 

Coleman was appointed to the commis- 
sion on March 16th, replacing Jesse K. 
Lewis, Democrat of Frankfort, whose 
term had expired. 


Minnesota 


Increased Fares Asked 


NCREASE of streetcar and bus fares to 
I a flat 12 cents a ride was asked last 
month by the Twin City Rapid Transit 
Company. In applications filed with the 
state railroad and warehouse commission, 
the company and its subsidiaries asked 
in addition that a temporary boost of an 
unspecified amount be granted pending 
completion of hearings on the application. 

Commission Chairman N. J. Holm- 
berg said the law requires thirty days’ 
notice of a hearing before a fare change 
be given. He said he was uncertain until 
astudy of the law had been made, 
whether the commission has power to 
grant a temporary increase without a 
hearing and the thirty days’ notice. 

Present fares are 10 cents cash or five 
tokens for 45 cents. That rate went into 
effect last September 14th, supplanting a 
rate of 10 cents cash or six tokens for 45 
cents. 

The company in its request gave as 
the reason the “tremendous increase” in 
operating costs, principally due to a re- 
cent wage award which it said will add 


$1,600,000 annually to costs. Another in- 
crease cited was $300,000 a year in the 
company’s gasoline bill. 


License Fee Declared Invalid 


HE $100-per-car annual streetcar 

license fee voted by the Minneapolis 
city council on February 8, 1946, was de- 
clared “wholly invalid, illegal, and void” 
last month by Judge Levi M. Hall of 
Hennepin county district court. Thus 
evaporated hopes of some Minneapolis 
officials to collect many thousands of dol- 
lars of extra revenue annually from the 
Minneapolis, Street Railway Company. 

A $25 annual license fee per car now 
is paid on the bulk of the transit fleet, 
under an 1890 ordinance. 

But the boost to $100 per car, chal- 
lenged by the court June 26, 1946, was 
knocked out by Judge Hall’s decision. It 
means a loss of $28,950 in expected reve- 
nue on the basis of a $75 increase in the 
fee for 386 cars. 

He ruled the plantiff owes the city noth- 
ing on the higher license fee. 


Missouri 


Governor Signs Bus Control Bill 
pees of motorbus lines oper- 
ated in connection with streetcar 
systems in St. Louis and Kansas City will 
be placed under the state public service 
commission, through two bills signed 
last month by Governor Donnelly. Such 
bus lines heretofore have been super- 
vised by the two municipalities. 
The two bills, to become effective on 
July 18th, also place regulation of trolley 
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busses in St. Joseph, now supervised 
locally, under the commission. Local con- 
trol of bus lines operated as transporta- 
tion systems in other Missouri cities and 
towns is not affected by the bills. 
Supervision of the routes, schedules, 
fares, and service of bus lines of the St. 
Louis Public Service Company within St. 
Louis has been under the supervision of 
the city board of public service. Some 
regulation has been exercised by towns in 
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St. Louis county which are reached by 
the lines. 

One of the bills rewrites the definition 
of the term “street railroad,” as used in 
the Public Service Commission Law, to 
“include all motorbus and trolley bus 
lines and routes and similar local trans- 
portation facilities, and the rolling stock 
and other equipment thereof and the ap- 
purtenances thereto, when operated as a 
part of a street railroad or trolley bus 


local transportation system, or in con- 
junction therewith, supplementary there- 
to.’ 

The other bill amends provisions of the 
Public Service Commission Law relating 
to regulation of street railroad service 
and schedules, and issuance of certificates 
of public convenience and necessity for 
lines, to include bus lines operated by 
such street railroad corporations within 
the state. 


2 
New Hampshire 


Tax Resolution Introduced 
EW HAMPSHIRE’S legislature would 
be given authority to impose either 
an electric energy tax or a tax on the 
gross receipts of public utilities under a 
resolution introduced last month in the 


New Hampshire state constitutional con- 
vention. 

The proposal asked that the state legis- 
lature be given the authority to classify 
electric utilities separately from other 
property for the purpose of taxation. 


New York 


Rate Increase Granted 

HE New York & Richmond Gas 
Company, which supplies gas serv- 

ice to 37,000 customers on Staten Island, 
was granted a rate increase by the state 
public service commission last month that 
will raise its annual revenues by $153,000. 
The effect on consumers’ bills was to 
increase the monthly charge from $1 to 
$1.10, with an allowance of 500 cubic 


feet of gas in the monthly bill, The gas 
company sought an annual increase of 
$180,000, based on higher operating 
costs. 

The new rate is to remain in effect un- 
til December 31st, unless sooner revised 
as a result of a pending proceeding in 
which the utility’s revenues, earnings, 
costs, and rate structure are undergoing 
a thorough examination. 


Oklahoma 


Franchise Bid Turned Down 


= Oklahoma Railway Com- 
pany’s offer of $69,172, Oklahoma 
City councilmen on May 14th asked a 
tax of $103,758 for a new franchise. 

The bus company’s offer was $848 over 
the total paid under the old franchise 
which had a 2 per cent tax on gross reve- 
nues. Under last year’s gross revenue it 
furnished $56,115, another $12,209 paid 
in seat tax. 
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Oklahoma Railway offered to pay a 
tax of 14 per cent on the first $1,000,000 
a revenue, 3 per cent on the next $2,- 

00,000, 4 per cent on the next $1,500,- 


000, and 5 per cent on the next $1,000,- 
000. 


It also agreed to pay any percentage 
agreeable to the council not in excess of 
74 per cent on all gross earnings over 
$5,000,000. The company’s gross reve- 
nue on which franchise tax was paid last 
year was $2,805,743. 
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Gas Tax Fight Shaping 


TS proposed increase in the natural 
gas tax, which already has received 
strong backing from a number of legisla- 
tors, is expected to become the hottest 
tax issue of the next legislature. 

The battle was touched off on May 
10th at a quarterly session of the Okla- 


homa legislative council by a report from 
J. M. Bullard, Duncan house member 
and chairman of the revenue and taxation 
committee, who said his committee was 
studying a proposal to increase the tax. 
He said, however, the committee was not 
yet ready to make definite recommenda- 
tions. 


South Carolina 


Efforts to Bar Power Purchase 
Dropped 


Ayor William McG. Morrison of 

Charleston and State Senator O. T. 
Wallace recently announced they would 
discontinue efforts to prevent the pur- 
chase of the South Carolina Power Com- 
pany of Charleston by the South Caro- 
lina Electric & Gas Company of Colum- 
bia. Both men said a pending appeal from 
the court of common pleas to the state 
supreme court would be dropped. 


Their decision provided a green light 
for the merger of the Charleston and 
Columbia utilities. The purchase of South 
Carolina Power’s common.stock by South 
Carolina Electric & Gas already has been 
authorized by the Federal Power Com- 
mission, the Securities and Exchange 
Commission, and the state public service 
commission. 

Morrison and Wallace expressed the 
hope that their objections to the merger 
would bring about a reduction of electric 
power rates by South Carolina Power. 


‘Texas 


City Loses Fight on Power Plant 


O NE more home-rule city legally can 
own an electric generating plant 
within the municipal limits of another 
home-rule city, it was held recently by 
the third court of civil appeals. 

This was the crux of a decision in the 
case of the city of New Braunfels versus 
the city of San Antonio, The latter’s right 
to own a large electric generating plant 
on the Comal river within the city of New 
Braunfels was upheld. 

A 20-page opinion by Associate Justice 
Robert G, Hughes added another chapter 
to the long court contest over ownership 
and operation of the New Braunfels 
power plant. Judge Hughes also gave ap- 
proval to use of pretrial procedure, call- 
ing it “most efficient” and commending 
counsel for having resorted to it. 

San Antonio acquired the plant 
through purchase from a public service 
corporation and then leased it to the Low- 
er Colorado River Authority for thirty 
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years with option of purchase. Purpose 
of the suit was to cancel, or have de- 
clared void, all instruments whereby San 
Antonio acquired title to the plant. 


Will Vote on Gas System Sale 


SPECIAL election has been called for 

June 8th by the Kerrville city coun- 
cil, in which voters will be asked to au- 
thorize the city’s contract for the sale of 
the municipal butane gas system to the 
Lone Star Gas Company. 

Lone Star proposes to operate and ex- 
pand the butane system, for which it has 
agreed to pay $112,000. The company 
plans to bring natural gas to Kerrville, 
probably in the latter part of 1949, de- 
pending on its ability to buy sufficient 
quantities of large-diameter pipe. Such 
service will require construction of a 135- 
mile pipe line from Kerrville to Lone 
Star’s natural gas transmission system 
in Hamilton county. 

If the natural gas system is not estab- 
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lished in five years, Lone Star Gas Com- 
pany agrees to return the butane system 


to the city, plus all additions and profits 
made by the company. 


Virginia 


Stock Purchase Approved 


go state corporation commission re- 
cently approved an Appalachian 
Electric & Power Company petition to 
purchase $5,000,000 in common capital 
stock from the Central Coal Company 
and the Central Operating Company, 
West Virginia firms. 

The deal involved the purchase of 30,- 
000 shares of stock from the Central 
Coal Company and 20,000 shares of Cen- 
tral Operating Company stock. In each 
case the shares were valued at $100 each. 

In its petition, the Appalachian firm, 
which has its principal offices in Roanoke, 
disclosed that it is now erecting, in con- 
junction with the Ohio Power Company, 
steam generating plants at Graham Sta- 
tion, West Virginia. 

The Virginia and Ohio firms are erect- 
ing separate plants, but they will be 


hooked up together, the petition stated. 
Electricity generated by the dual hookup 
will be fed into the central system of the 
American Gas & Electric Company. 


Utility Tax Approved 


AN ordinance imposing new taxes on 
public utility bills was enacted by 
the Charlottesville city council recently 
by a vote of 4 to 1. The levy will be ap- 
plied beginning July Ist. 

Councilman Charles P. Nash, Uni- 
versity of Virginia law professor, cast the 
lone negative vote on the 5 per cent tax 
on utility bills. 

The utility levy is a straight 5 per cent 
assessment on bills for telephone service, 
electricity, water, and gas, except that 
when a monthly bill for a single utility 
exceeds $3,000 the tax will be 2 per cent 
on the amount in excess of $3,000, 


> 
Washington 


Price Issue in PUD Plan 


goa see for immediate purchase of 
the Puget Sound Power & Light Com- 
pany properties in the eastern end of the 
county by the Grays Harbor PUD re- 
cently appeared to be diminishing, at least 
so far as the present price of $7,100,000 
is concerned. 


PUD Commissioner Oliver Morris as- 
serted last month that, while he favors 
bringing the east end of the county into 
the district, he is definitely opposed to 
purchase at the present price. 

He added that he believed that if the 
PUD will “sit tight” it will be able to 
buy the property within a short time at a 
more reasonable price. 


Wisconsin 


Seeks Gas Rate Increase 


fie. Wisconsin Power & Light Com- 
pany of Madison filed an application 
with the state public service commission 
last month asking for an increase in gas 
rates in the territories it serves. 

The company pointed out that no sub- 
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stantial change had been made in its gas 
rates in the last thirteen years. It said it 
had incurred a net operating loss of $45,- 
000 in the first three months of this year. 
The company asked an increase of ap- 
proximately $400,000 more than its $1,- 
238,000 gross receipts for 1947, 
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Progress of Regulation 


Rates without Basis in Commission Findings 
Must Be Set Aside 


H™ can a commission or a reviewing 
court or a utility or the public de- 
termine whether the profit from public 
utility operation is proper unless the com- 
mission makes specific findings of the 
“relevant facts and circumstances” ? This 
question, posed by the Wisconsin Su- 
preme Court, is disposed of with the 
statement that the commission must de- 
termine the facts and set them forth as 
required by law. Those essential facts 
which control each case will then deter- 
mine the rate base. 

If the rule were otherwise, says Judge 
Hughes speaking for the court, the 
courts would have no rule to apply upon 
review and the commission could on re- 
hearing in the same case a year later de- 
termine that the present rate is un- 
reasonable and that profits twice as much 
as those now allowed would be reason- 
able. 

The consumers would then be bound 
by the commission’s abstract conclusion 
of “reasonableness.” 

This decision is the third chapter in the 
much publicized Two Rivers Case. The 
Wisconsin commission in Two Rivers v. 
Commonwealth Teleph. Co. (1947) 70 
PUR NS 5, ordered a rate reduction 


e 


without fixing a rate base, either meas- 
ured by original cost or otherwise. A 
lower court, in Commonwealth Teleph. 
Co. v. Public Service Commission 
(1947) 71 PUR NS 65, set aside the 
commission decision. 

The supreme court, in agreeing that 
the commission order should be reversed, 
referred to the commission’s reliance 
upon the Supreme Court decision in 
Federal Power Commission v. Hope Nat. 
Gas Co. (1944) 320 US 591,51 PUR NS 
193, From a recital of the facts in that 
case, however, the court concluded that 
the Federal Power Commission had at 
least some basis upon which it was figur- 
ing fair return. 

The commission in this case, said 
Judge Hughes, appeared to have carried 
the theory which it spelled out of the 
Hope Case several steps further, and 
“determined to keep the entire basis a 
secret.” The commission had concluded 
that the rates would produce a profit of 
$12,500 annually and that this was “a 
reasonable profit which it is proper for 
the utility to enjoy under all relevant 
facts and circumstances.” Common- 
wealth Teleph. Co. v. Public Service 
Commission of Wisconsin. 


Failure to Segregate Capital Funds 
Hampers Issuance of Securities 


( l ‘uz New York commission author- 
ized an electric company to issue 
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bonds for new construction but denied 
authority to sell bonds in an amount 
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sufficient to reimburse the company’s 
treasury. Failure to prove the purpose of 
past expenditures was the obstacle. 
Chairman Maltbie, speaking for the com- 
mission, said: 


In other cases, the commission has fre- 
quently had occasion to call the attention 
of companies to their failure to segregate 
capital funds. When the funds obtained by 
the issuance of stocks, bonds, notes, or other 
obligations, which at a later date the com- 
pany wishes to refund by the issuance of 
securities, are not kept separate but are 
commingled with funds from various 
sources, it is generally impossible to prove 
that cash obtained from specific sources was 
used for specified purposes. The situation is 
similar to that of a tank into which water 
flows through various pipes and out of which 
water is distributed by several pipes for 
various purposes. It is impossible to say that 
the water from a certain pipe passed out 
through another pipe. The failure to separate 
funds and record the purposes for which 
used is the company’s fault and it must 
accept the results which flow therefrom. 
The commission has required that the pro- 
ceeds of security issues be kept in separate 
funds and drawn down only for the capital 
purposes specified ; it will do so in this case. 


Before the company is entitled to have 
its treasury reimbursed, Chairman Malt- 
bie continued, it must establish that it 
has invested in proper capital additions 
funds in excess of proper depreciation 
charges and necessary provisions for sur- 
plus and that charges to utility plant ac- 
counts represent real additions to plant 
and in no way cover maintenance costs. 

The commission critically examined 
proposals for future capital investments. 
Chairman Maltbie declared that money 
should not be allowed to lie idle and it 


is generally not possible to reinvest for 
short periods of one or two years with- 
out considerable loss between the interest 
received and the interest paid. 

In view of the past record of the com- 
pany, the commission would not consider 
any program beyond the end of 1949, 
leaving for later determination how ad- 
ditional funds are to be raised for needed 
capital expenditures in 1950 and beyond. 

On the basis of proposed financing, 
the financial structure of the company 
would consist of capital stock $400,000, 
bonds $350,000, and notes payable 
temporarily $225,000. It was said to be 
obvious that, if this structure were to 
remain for any considerable period, it 
would be out of balance. 

If the reported earned surplus were 
a true earned surplus and $200,000 were 
transferred to capital stock, with a segre- 
gation between preferred and common 
stock, a balance would soon be restored, 
but no company, said Chairman Maltbie, 
should have a continuing short-term debt 
of $225,000 out of a total of $975,000 
for capital stock, bonds, and notes. 

The first duty of the company, he said, 
is to prepare a program which would re- 
sult in retirement of all notes payable, so 
that there would not be hanging over 
the company an unfunded obligation to 
such a large relative extent. Moreover, 
in order for the commission to approve 
a transfer from earned surplus to capital 
stock account, the commission must first 
find that the company has a real earned 
surplus. Re Patchogue Electric Light Co. 
(Case 13389). 


2 


Recoupment Law Saves Temporary Rate 
Order from Court Restraint 


oe New York Public Service Law 
providing for temporary rates says 
that these rates shall be effective until 
permanent rates are finally fixed, deter- 
mined, and prescribed. The commission, 
in fixing final rates, is authorized to con- 
sider the effect of the temporary rates. 
A New York court holds that because of 
this “recoupment statute” no injunction 


should be issued against temporary rates. 

The commission, over a year ago, pre- 
scribed temporary rates lower than 
those formerly in effect. Last August it 
made an order prescribing permanent 
rates. The permanent rates are identical 
with the temporary rates. 

The company obtained an injunction 
order against both the temporary rates 
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and permanent rates. The commission ap- 
pealed and secured a reversal of the order 
so far as it relates to the temporary rates, 
but the restraint on enforcement of 
ne rates was upheld, The court 
said : 


On the application for a stay and in its 
brief the commission has stipulated that 
permanent rates will not be enforced until 
final adjudication of the cause. If respondent 
should ultimately succeed and new rates are 
fixed the recoupment provision of the tempo- 
rary rate statute fully protects it against 
any possibility of loss, Staten Island Edison 
Corp. v. Maltbie (1943) 267 App Div 72, 
52 PUR NS 166, 45 NYS2d 337, affirmed 
292 NY 611, 55 NE2d 376; Bronx Gas & 
E. Co. v. Maltbie (1936) 271 NY 364, 14 
PUR NS 337, 3 NE2d 512. Under such cir- 
cumstances the commission would be 
estopped to deny that respondent would be 
entitled to the benefits of that statute. 

In our opinion the recoupment provision 
does not cease to operate merely because 


7 


permanent rates are fixed. Respondent is 
fully protected against loss until permanent 
rates are actually put into effect. It matters. 
little to respondent whether this result is 
accomplished by the commission’s order 
postponing the effective date of the perma- 
nent rate or by this court’s order enjoining 
enforcement thereof. In neither event can 
respondent suffer loss. This view was 
adopted by both parties, by this court and 
the court of appeals in Staten Island Edison 

Corp. v. Maltbie (1945) 270 App Div 55, 

62 PUR NS 33, 58 NYS2d 818, affirmed 

(1947) 296 NY 374, 68 PUR NS 129, 73 

NE2d 705. 

Proper interpretation of the law, said 
the court, permits temporary rates to be 
continued until permanent rates are ac- 
tually placed in effect. Only in this way 
can both the company and the public be 
protected while lawsuits over the reason- 
ableness of the permanent rates are pend- 
ing. County Transportation Co., Inc. v. 
Maltbie et al. 77 NY S2d 748. 


Dividend on Noncallable Bonds Recognized 
In Statewide Rate Case 


HE relationship between cost of 

money and fair return is one of the 
many problems discussed by the Cali- 
fornia commission in authorizing higher 
telephone rates. One witness questioned 
the justice of requiring ratepayers to 
support an aggregate rate of return based 
on 6 per cent noncallable preferred stock 
held by a parent company, which, except 
for its call feature, could be refunded at 
a lower dividend rate. 

But redistribution of dividends on this 
stock between debenture capital and 
common stock capital in suggested pro- 
portions would not result in lessening 
the financial requirements of the com- 
pany. Therefore this cost of money was 
recognized, Rate schedules were fixed to 
yield a return of at least 5.6 per cent, 
allowing for 7 per cent on common stock 
and an over-all cost of present capital of 
5.14 per cent. 

The relationship between ‘the operat- 
ing company and its parent, the Ameri- 
can Telephone and Telegraph Company, 
was carefully examined, as in other re- 
cent telephone rate cases. The commis- 
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sion referred to the “elementary rule of 
regulatory law” that a utility must show 
the reasonableness of operating expense, 
which rule applies with special emphasis 
where a charge is made against a utility 
by an affiliate or by a holding company. 

The so-called license contract was said 
to be, in fact and in law, not a contract 
or agreement but in essence a directive 
or requirement imposed upon the operat- 
ing company by its parent. Payments un- 
der the contract were held to be arbitrary 
and unreasonable and bearing no rational 
relationship to the reasonable cost of 
services rendered. The commission dis- 
regarded the license agreement and al- 
lowed what it found to be reasonable 
costs. 

The commission concluded that accru- 
als in respect of the unfunded pension 
reserve requirement for service prior to 
1937, when the reserve requirement was 
“frozen,” should not be included in op- 
erating expenses for rate fixing. The 
commission criticized the company for 
transferring employees from one system 
company to another with an accompany- 
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ing transfer of pension credits for prior 
service but without a transfer of pension 
funds. 

Adoption of book cost for land was 
sanctioned as being consistent with the 
use of book or original cost of telephone 
plant in service. 

Working capital allowance was held 
down because of the availability and use 
of tax accrual moneys or other funds sup- 
plied by subscribers. But with respect to 
Federal excise tax and the employees’ 
portion of Social Security taxes, it was 
pointed out that the company acts merely 
as collection agent for the Federal gov- 
ernment. Accordingly, said the commis- 
sion, such taxes cannot properly be con- 
sidered available as working cash. 

The commission rejected the statewide 
rate-making basis. Approval of that ap- 
proach, it appeared, would foreclose 
consideration of complaints by munici- 
palities or other parties, or by the com- 
mission, as to parts of operations within 
the state. The commission saw no reason 
to depart from its traditional basis of 
exchange and toll rate making. 

The company was ordered to provide 


full selective signaling arrangements on 
company-owned stations served from ex- 
changes converted to dial or otherwise 
placed in service on or after January 1, 
1949. Semiselective signaling may, how- 
ever, be installed on suburban lines and 
on 4-party lines in multioffice exchanges 
or within extended areas where the com- 
pany elects ultimately to provide only 2- 
party service. 

Miscellaneous rate changes were 
made. For example, the commission con- 
cluded that the rate per trunk for 
message-rate service should be uniform 
and that the rate for additional trunks 
in connection with this service should be 
50 per cent of the rate for the first two 
trunks, rounded down to the nearest 25 
cents. 

The commission authorized an increase 
in the rates for PBX flat rate trunk serv- 
ice to 150 per cent of the individual line 
business hand-set flat rate. 

Present differentials between state and 
interstate message toll telephone rates in 
the medium and long hauls were reduced. 
Re Pacific Teleph. & Teleg. Co. (Deci- 
sion No, 41416, Application No. 28211). 


e 


Low Rates for Secondary Power from Bonneville 
Project Disapproved 


fk HE Federal Power Commission dis- 


approved a proposed rate for 
wholesale power submitted by the Bon- 
neville Power Administrator. This sched- 
ule provided a one mill per kilowatt-hour 
rate for the direct sale of secondary en- 
ergy to industrial customers contracting 
for not less than 25,000 kilowatts of de- 
mand for one year or longer at a 90 per 
cent load factor for industrial process- 
ing requirements. 

A customer, in order to obtain power 
under this rate, must be able to shut 
down operations for periods of six 
months in one year without serious effect 
on the employment or economy of the 
community. The customer must also 
maintain stand-by facilities to supply its 
processing requirements, or buy at least 
an equal amount of firm power. 


The secondary energy must not be used 
to displace electric energy generated by 
the customer’s own facilities. Delivery 
of electricity might be curtailed by the 
administrator up to 50 per cent in any 
calendar year and up to 20 per cent dur- 
ing a contract term of ten years or more. 
The minimum bill would be based on 90 
per cent load-factor use of the contract 
demand, or the demand made available. 

Protests had been made by several 
power companies. The commission dis- 
approved the schedule as not being in 
keeping with the purposes of the Bonne- 
ville Act for these reasons: 


(1) Because of the limited amount of sec- 
ondary power which may be available 
in the near future, the requirement of 
a minimum contract demand of 25,000 
kilowatts would unduly restrict the num- 
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ber of customers which could be served 
under the proposed rate schedule. 
Under the proposed rate schedule sec- 
ondary power is available only to indus- 
trial customers for industrial process- 
ing requirements and is not open to any 
other purchaser who could meet the 
general restrictions of the rate. 


(3) The rate of one mill per kilowatt hour 
established in the proposed rate sched- 
ule is insufficient to cover incremental 
generating costs and average transmis- 
sion costs. 


Re Bonneville Project (Docket No, IT- 
5985). 


e 
Revised Rate Schedules for Wholesale Power 
From Bonneville Project Approved 


Ee Federal Power Commission ap- 
proved three rate schedules for the 
sale at wholesale of firm electric energy 
produced at the Bonneville project. It 
also approved proposed modifications of 
the general rate schedule provision. 

One of the wholesale power rate 
schedules applies to at-site and transmis- 
sion system firm power delivered to 
purchasers for resale and for irrigation 
and drainage pumping service. It retains 
the basic rate, consisting of a demand 
charge of 75 cents net per month per kilo- 
watt of billing demand and an energy 
charge of 2 mills net per kilowatt hour 
for the first 200 kilowatt hours per kilo- 
watt of billing demand plus one mill net 
per kilowatt hour for additional kilowatt 
hours. 

It modifies the irrigation and drainage 
pumping provision by setting a ceiling 
of $6 per kilowatt of demand covering 
all charges for that service during May 
through September and eliminating the 
previous $4.50 per kilowatt per year 
ceiling applying to demand charges only. 

Another wholesale power rate sched- 
ule applies to at-site and transmission 
system firm power delivered under ap- 
propriate contracts. It retains the basic 
rate, consisting of a demand charge of 
75 cents net per month per kilowatt of 
billing demand and an energy charge of 
2.5 mills net per kilowatt hour for the 
first 360 kilowatt hours per kilowatt of 
billing demand plus one mill net per kilo- 


+7 


Income Tax Forces Higher Rates 


HE Massachusetts Department of 
Public Utilities, on rehearing, found 
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watt hour for additional kilowatt hours. 
It changes the power factor adjustment 
provision so as to increase the measured 
demand by 1 per cent for each 1 per 
cent the power factor is below 85 per 
cent. It also eliminates the irrigation and 
drainage pumping provision. 

Another wholesale power rate covers 
the sale of firm power by direct sales to 
railroads only or sales for resale to rail- 
roads only. It provides a flat energy 
charge of 4 mills per kilowatt hour, a 
monthly minimum charge of 50 cents 
per kilovolt ampere of capacity at all 
points of delivery, a minimum require- 
ment of 7,500-kilovolt amperes at each 
point of delivery, and correction for 
power factor when below 95 per cent. 

The general rate schedule provisions 
are modified by the addition of a clause 
setting forth the formula for determin- 
ing the power factor, which formula was 
previously contained in individual rate 
schedules. There is a clause containing 
“uncontrollable forces,” a clause provid- 
ing for the proration of bills if service is 
interrupted due to uncontrollable forces, 
a clause providing for arbitration of dis- 
putes arising in regard to estimated data 
used for billing purposes, a revision of 
the definition of energy supplied for 
emergency or breakdown use under a 
wholesale energy rate schedule, and a 
modification of the “contract demand” 
provision. Re Bonneville Project (Dock- 
et Nos. IT-5519, IT-5969). 


that its order authorizing a water com- 
pany to increase minimum charges for 
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annual and seasonal customers $2 per 
customer per annum or per season gave 
insufficient relief to the water company. 
Therefore it authorized an increase of 
$4 per annum or per season. 

The company showed that $5,690 ad- 
ditional Federal income taxes would ac- 
crue on the additional revenue originally 
approved by the department. This body 
thought it unfortunate that this addi- 
tional income would fall within a high 
tax bracket, but said that it was not 
within its power, or the company’s 
power, to change the tax laws. It stated 
that it had no intention of entering into 
the merits of such a high rate of tax on 
the earnings of a water company. 

The department considered the tax as 
a legitimate expense of the company and 
said that the company was entitled to a 
fair return, even though for every dol- 
lar of increased revenue, at the tax 
bracket within which this portion of its 
earnings would fall, 48 cents would be 
paid to the Federal government under ex- 
isting tax laws. 

Concerning its rate-fixing policy the 
department said : 
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The department or its predecessors have 
never adopted a rigid rule or theory in ar- 
riving at fair and reasonable rates. It has 
been the general policy in this common- 
wealth in its regulation of public utilities 
to allow rates sufficient to pay a reasonable 
return on the capital honestly and prudently 
invested. The condition, character, financial 
history, and management policy are under 
review in any investigation of a company’s 
rates before the department. 


The company urged that the surplus 
invested in plant should be added to the 
par and premium of outstanding stock 
in arriving at the rate base. The depart- 
ment said that it is a matter of law that 
the surplus belongs to the stockholders. 
However, earnings left in the company 
and not paid out in dividends reduce the 
need for new capital to the extent so 
used. 

The new rate increase would yield a 
return of approximately 4} per cent on 
the company’s plant investment less de- 
preciation, The department believed that 
in view of today’s uncertain conditions 
any rate increase beyond that would be 
unreasonable. Re Hingham Water Co. 
(DPU 7768-A). 


Court Will Pass on Law Setting Up 
County Utility Commission 


: pe Florida Power Corporation has 
raised a question as to the constitu- 
tionality of a law setting up a county 
public utility commission. The state cir- 
cuit court has denied a motion to dismiss 
the company’s complaint. 

The questions raised in the complaint, 
according to the court, present matters 
which must receive further considera- 
tion. The court, for example, says that 
it must inquire into the extent, magni- 
tude, and materiality of investments of 
the company located beyond the terri- 
torial limits of the county and the extent 
of their use as an integral part of its sys- 
tem in providing power service in the 
county. The company had complained 
that the authority of the county commis- 
sion or board to consider only the value 
of the investment in the county in fixing 
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rates would amount to a taking of prop- 
erty without due process and without 
just compensation. 

Another objection by the company was 
that the classification created by the act 
is unreasonable and discriminatory in 
that it selects and segregates for burden- 
some regulations an isolated segment of 
a natural classification of business, failing 
to include within the classification all 
similarly situated and thereby denying to 
the company the equal protection of the 
laws. The court said that the ultimate 
answer lies in a consideration of the 
factual situation, the details of which 
the court did not take judicial notice. 

Objection was also made that the law 
required expenditure of county tax funds 
for a purpose which is not a proper 
county purpose. This was held to be a 
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sound contention entitled to judgment of 
the court on its merits. The court said in 
part: 

It is this court’s view that if the people 
of Pinellas county can be required by the 
state of Florida to pay for the expense of 
the exercise of a state function in this in- 
stance, then there is no limit to the burdens 


e 
Regulated Monopoly Theory Rejected 


A attack on an order authorizing 
competing service met with no 
success before the Minnesota commis- 
sion. A motor carrier’s case rested on the 
theory that the law governing grants of 
certificates requires that where an exist- 
ing company is serving points which 
another carrier wants to serve, the com- 
mission must find that the existing com- 
pany is unable or unwilling to increase 
its equipment and facilities sufficiently to 
perform the needed service. 

The commission believed that its posi- 
tion should be made clear not only for 
the benefit of the parties to the present 
proceedings but also for the benefit of 
parties to future proceedings of a like 
nature. It said: 


It is the position of a majority of the 
commission that the statutes of this state 
do not contemplate necessarily a regulated 
monopoly; that each application must be 
granted or denied on the basis of the in- 
dividual facts in the case; that there may 
be places or routes between or over which 
a number of carriers might be required to 
take care adequately of the needs of the 
shipping public. In the instant case the ma- 
jority were of the opinion that a route hav- 


which the state may impose upon the people 
of Pinellas or any other county or any other 
arbitrarily selected geographical area within 
the state. Such is not this court’s conception 
of the true import and intendment of the 
Constitution of the state of Florida. 


Florida Power Corp. v. Pinellas Utility 
Board et al. 


ing as its termini such important centers as 
the Twin Cities and Rochester almost con- 
stituted a prima facie case of need for more 
than one common carrier of less-than- 
carload freight. This important considera- 
tion in favor of granting the certificate was 
buttressed by a sufficient amount of sup- 
porting testimony to indicate that although 
it might be physically possible for the ob- 
jector to transport all or nearly all of the 
LCL requirements of the city of Rochester, 
there was room in the territory for a com- 
peting carrier, and a demand for the services 
of such carrier by an important segment of 
the public, 


Commissioner Matson dissented on the 
ground that passage of the statute in- 
volved was evidence that the legislature 
established as a policy the avoidance of 
unnecessary competition among motor 
carriers. Therefore, he said, unless it ap- 
pears that the existing carrier is unable 
or unwilling to furnish adequate service, 
it would be contrary to public policy and 
the public interest to authorize a competi- 
tor, and thus split the revenue, with the 
possible result that neither carrier could 
render reliable service. Re Podein (ATC 
Order No. 1352-1, ATC Docket No. 
493). 


Small Commercial Customer Gets Same 
Rate As Residential Customer 


e HE Alabama commission, in approv- 
ing a revision of rates of the Ala- 
bama Power Company, expressed the 
opinion that the cost of providing serv- 
ice to the small commercial customer is 
about the same as to the residential cus- 
tomer with like usage. Rates for resi- 
dential service and for general service, 
said the commission, should be the same 


for small usage, and, further, should be 
as close for larger usages as earnings of 
the company would reasonably permit. 

Revised schedules will provide the 
same rates for general service as for ur- 
ban residential service up through month- 
ly consumptions of 80 kilowatt hours. Re 
Alabama Power Co. (Non-Docket 
1485). 
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Other Important Rulings 


HE Massachusetts Department of 

Public Utilities, in approving a gas 
company’s application for a rate in- 
crease, recognized that permanent rate 
adjustments cannot be made on the basis 
of abnormalities but pointed out that ab- 
normal conditions exist in relation to the 
whole economic structure of the country 
at the present time and should not op- 
erate as a complete bar to a utility’s ob- 
taining a needed rate increase. Re Haver- 
hill Gas Light Co. (DPU 7824). 


The Indiana commission held that a 
permit restricting a contract carrier to 
transportation for certain designated 
shippers under a statute authorizing the 
imposition of such conditions was not 
affected by a subsequent amendment of 
that statute taking from the commission 
power to impose such conditions, and 
that amendment did not confer upon the 
carrier authority to transport commodi- 


ties for shippers other than those speci- 
fied in its permit. Re North Star Express, 
Inc. (No. 1432-B, 1). 


The Massachusetts Department of 
Public Utilities granted a motor carrier’s 
application for higher rates on intracity 
and suburban routes where the rate in- 
crease would cause the company’s total 
expenses of operation to be more fairly 
distributed among its various types of 
service and would insure the carrier’s re- 
ceiving a fair return upon its investment. 


Re Union Street R. Co. (DPU 7987). 


A transit company was authorized by 
the Pennsylvania commission to acquire 
common stock of another transit com- 
pany where it would result in operating 
economies and improved service to the 
public. Re Philadelphia Suburban 
Transp. Co. (Application Docket No. 
62726). 
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NORTH CAROLINA UTILITIES COMMISSION 


speci- 
press, 


Re Carolina Power & Light Company 


it of 

Tier’s Docket No. 4327 

racity April 8, 1948 

te in- ; ; , 

total PPLICATION for authority to incorporate coal clause in cer- 

fairly d \ tain electric rate schedules; granted in modified form. 

es of 

"sre. Mates, § 303 — Coal clause — Electric service. 
1. An electric utility needing an increase in revenue and serving certain 
industrial users at a noncompensatory figure may be permitted to put a coal 
clause into effect, varying rates according to variations in the cost of coal, 
p. 36. . 

Rates, § 171 — Uniformity — Electric service. 

2. A proposed increase in electric rates need not be spread alike on all 
classes of service; electric rates are not uniform and practical rate making 
does not require that they be made uniform, as the measure of a rate is 
determined by the various elements which enter into the service that is to 
be performed, p. 36. 


(Jounson, Commissioner, dissents.) 
e 


AppEARANCES: W. H. Weather- asked that it be permitted to put into 
noon, Attorney, and Louis V. Sutton, effect the following rider, designated 
or petitioner. 22 Textile Mills, Wil- as Coal Adjustment Rider No. 4: 
am T. Joyner, Attorney ; Royal Cot-  gysiicaditity: 
ton Mills, Willis Smith, Jr.; Buckeye bi ard wage to, and pomeses 

. : part of Rate ules G-1A, G-2A, . 
Cotton Oil Co., z F. Moody ; and P-16, P-27, P-28, P-31A, P-37, P-39, P-40, 
Martel Mills Corporation, Oscar J. and P-41. 
/ iti Billing: 
Hooneyham, for opposition. The net monthly bill, computed under the 
. schedule with which this rider is applicable, 
By the Commission: This case shall be increased by .0065 cents per kilowatt 


tame before the Commission on the hour, for those kilowatt hours used by cus- 
tomer during the current billing month in 


application of the Carolina Power and excess of 15,000 kilowatt hours, for each whole 

igh : 10 cents above $6 per short ton in the average 
Light Company for authority to put cost of coal burned during the tweive months’ 
into effect a coal clause rider applica- period ending with the second preceding 


he to certain of its rate schedules and, ™month, Whenever the heating valu eid are, 

ater proper notification to interested the cost may be adjusted to the equivalent 

parties by newspaper advertisements, ° 15500 Bru per pound. 

was heard by the Commission, en bloc, In its application it is said, “Peti- 

on March 26, 1948, in the offices of tioner has been seriously affected in its 

the Commission at Raleigh. operations in that the general expan- 
The company in its application sion in various types of industry and 
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business within the area has made and 
continues to make necessary the con- 
struction by petitioner of substantial 
additions to its facilities, including 
generating capacity and transmission, 
distribution and other facilities at a 
time when the cost of construction is 
far in excess of such cost during any 
prior period of its history ; and operat- 
ing costs, including the cost of coal, 
salaries and wages and all materials 
and supplies necessary for operating 
and maintenance purposes, are at an 
all time high. 

“Petitioner’s decreasing net from 
operations has produced and is produc- 
ing a critical situation in that, among 
other things, petitioner must continue 
to pay dividends and maintain an un- 
impaired credit position in order to 
obtain the large amount of new money 
on the market for the construction of 
additional facilities which cannot be 
postponed. On the basis of actual 
needs, petitioner expended for con- 
struction purposes in 1946, $5,140,- 
653; in 1947, $8,455,858; in 1948, it 
is estimated that such expenditures 
will be $8,500,000; in 1949, will be 
$20,000,000, including the amount 
necessary to complete the new 90,000 
kilowatt steam-electric generating 
plant near Lumberton, North Carolina, 
and large amounts during succeeding 
years. Most of this must be new 
money and be obtained through the 
sale of additional securities on the 
market and petitioner’s ability to mar- 
ket securities will depend upon its fi- 
nancial position and earnings. 

“The decrease in petitioner’s net 
earnings is occasioned by increases in 
the cost of coal, labor, material, and 
supplies and by insufficient and non- 
compensatory rates charged by peti- 
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tioner for service to the larger cus- 
tomers. The largest customers of 
petitioner, whose uses are such as to 
entitle them to the rates in the lowest 
blocks of the schedules applicable to 
such customers, are receiving energy 
at a price that is less than present costs 
of coal used in generating the energy 
supplied to them. 

“During 1947 petitioner’s total op- 
erating revenues exceeded such rey- 
enues for the year 1946 by $2,746,879, 
but petitioner’s operating expenses 
during 1947 exceeded such expenses 
for 1946 by $3,058,030. It is esti- 
mated that for the year 1948 the total 
operating revenues of petitioner will 
exceed such revenues for the year 1947 
by $2,460,000, but it is also estimated 
that petitioner’s operating expenses 
for 1947 will be increased by $3,415,- 
000.” 

It is also stated that the petitioner’s 
cost of coal for the year 1947 exceeds 
the cost for the year 1946 by $1,440,- 
460 and that the estimated cost of coal 
for the year 1948 will exceed the cost 
of the 1947 year by $1,500,000. 

Louis V. Sutton, president of the 
company, was offered as a witness and 
his testimony corroborated the alle- 
gations set forth in application. 

Witness Sutton also testified that in 
1947 their profits were larger than 
they otherwise would have been due 
to the fact that his company, in con- 
templation of an increase in the price 
of coal, had purchased a large amount 
of coal at a cheaper price, which coal 
lasted through the first four months of 
1947, 

The witness further stated on cross- 
examination that the reason that the 
profits of the company were greater in 
January and February of 1948 than 
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they were during the same months of 
1947 was due to the unusual amount 
of water and to the fact that less money 
was spent for labor and material ow- 
ing to the extremely bad weather 
which prevailed during that period. 
He contended that the excess profits 
which accumulated in January and 
February, 1948, were due to the afore- 
said causes and would be more than 
consumed during the succeeding 
months. 

The witness testified that the textile 
industry and large power customers 
used more than one half of the current 
sold but that they paid only one third 
of the company’s revenue. 

Witness, in response to the question 
as to how the company kept out of the 
red if the large power and textile users 
were not paying their way, said that 
the difference in revenue needed was 
made up by the sales to residential and 
general commercial customers. 

Witness presented Exhibit No. 8, 
which showed a list of coal clauses in 
effect in the rate schedules of some 50 
electric utilities operating in various 
states. Witness pointed out that the 
basic coal price in this list ranged from 
$1.62 to $6 per ton and that only one 
reached the $6 mark, the basic price 
used in the clause proposed by his com- 
pany and that in the majority of the 
cases cited the basic price was less than 
$4 per ton. 

The witness stated that the coal 
clause as proposed would increase the 
company’s gross revenue for the bal- 
ance of 1948 in the amount of $795,- 
000 which would net the company 
about $500,000. For the year 1949 
he estimated that the gross increase in 
revenue would amount to $1,250,000 
with a net increase of $800,000. 


Witness estimated that the proposed 
coal clause would increase the bills of 
customers affected on the average of 
about 15 or 16 per cent for the re- 
mainder of 1948. 

C. S. Tatum, of the Pilot Mills, 
Raleigh, testified in opposition to the 
proposed coal clause. He objected to 
the coal clause on the grounds that it 
did not apply uniformly to all con- 
sumers but placed the entire increase 
on the textile and large power users. 
The imposition of the additional rate 
charge proposed by rider, he said, 
would threaten the mill with disaster 
if the mill were forced to change from 
its present 3-shift basis to a one-shift 
basis. 

Witness Tatum, under cross-exami- 
nation, did not have available the per- 
centage relationship that cost of cur- 
rent bore to entire operating expenses 
of the mill, but pursuant to request 
made on the record, Mr. Tatum sup- 
plied the information to the petitioner 
which is incorporated in the brief of 
the petitioner and which reads as fol- 
lows : 

“In response to’ your request, we 
have checked our power cost and find 
for the year 1947, when running three 
shifts and Saturdays, on coarse yarn 
fabrics, it was 1.365 per cent of cost. 
Since we are now running finer yarn, 
light weight fabrics, our cost man has 
figured that on a single shift operation 
with your proposed increased rates, 
the power cost would jump to 3 per 
cent of the total cost.” 

Halbert M. Jones, witness for the 
Waverly Mills of Laurinburg, testi- 
fied that the proposed increase would 
vitally affect the operation of his mill 
owing to the keen competition existing 
in the textile industry and that even a 
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slight increase in cost of power might 
work disaster. He stated that the pro- 
posed rider would increase his cost of 
current by approximately 28 per cent. 

The testimony was concluded at 
noon Saturday, March 20, 1948. 

The protestants and the petitioner 
were granted leave to file briefs, said 
brief to be filed not later than the close 
of business on Wednesday, March 
24th. Briefs were filed within the 
time limit. 

[1] From the testimony adduced 
and other data on file in this office the 
Commission finds : 

1. That the petitioner needs an in- 
crease in revenue, but not in the 


amount requested. 

2. That some textile and large in- 
dustrial users are getting current at a 
noncompensatory figure. 


3. That a coal clause should be per- 
mitted but the base price should be $7 
per ton. 

4. That the net profits of the com- 
pany for the months of January and 
February, 1948, exceeded the net 
profits for the corresponding months 
for 1947 by $48,000, which if con- 
tinued for the next ten months on the 
same basis, would give a return, based 
on net plant investment, of approxi- 
mately 4.4 per cent; however, as be- 
fore stated, witness for the company 
contended that this financial showing 
for January and February of 1948 was 
due to abnormal conditions and would 
be wiped out in succeeding months. 

Upon information furnished by the 
petitioner the coal clause differential 
at the present time will, on an annual 
basis, apply to 410,000,000 kilowatt 
hours of current used by textile plants 
and 190,000,000 to current used by 
large industrial users. 
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The application of the formula in 
the coal clause gives the cost of coal 
today as $8.20 per ton, while the cur- 
rent price of coal is $9.20. The coal 
clause proposed by the company today 
produces a differential of 1.43 mills; 
the coal clause provided by the Com- 
mission gives a differential of .78 
mills. 

Under the petitioner’s differential 
the petitioner would receive an annual 
gross increase in revenue of $858,000 
and a net of $470,000. 

Using only sales to textile plants 
the annual revenue increases would be 
as follows: 

Under the petitioner’s proposal the 
gross increase would be $586,300 and 
net of $321,175. 

Under the differential provided by 
the Commission the gross increase 
would be $320,000 and net of $185, 
300. 

[2] The contention that the pro- 
posed increase should be spread alike 
on all classes of service appears plau- 
sible, but from a sense of equity it is 
not compelling. 

Electric rates are not unform and 
practical rate-making does not require 
that they be made uniform. The meas- 
ure of a rate.is determined by the vari- 
ous elements which enter into the serv- 
ice that is to be performed. To the 
uninitiated they often appear para 
doxical. 

In view of the foregoing, therefore 

It is ordered, that effective on bill- 
ings on and after date of this order, 
the Carolina Power and Light Com- 
pany is hereby authorized to put into 
effect the following rider: 


Coal Adjustment Rider No. 4 


og 
his rider is applicable to and becomes 2 
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part of Rate Schedules G-1A, G-2A, G-IC, 
p-16, P-27, P-28, P-31A, P-37, P-39, P-40, 
and P-41. 

Billing: : 

The net monthly bill, computed under the 
schedule with which this rider is applicable, 
shall be increased by .0065 cents per kilowatt 
hour, for those kilowatt hours used by cus- 
tomer during the current billing month in 
excess of 15,000 kilowatt hours, for each whole 
10 cents above $7 per short ton in the average 
cost of coal burned during the twelve months’ 
period ending with the second preceding 
month. Whenever the heating value per pound 
of coal as received is less than 13,500 stu, 
the cost may be adjusted to the equivalent of 
13,500 BTU per pound. 


It is further ordered that this cause 
shall be retained until and after the pe- 
titioner shall have filed with this Com- 
mission four quarterly income state- 
ments beginning with March 31, 1948, 
which statements shall show revenue 
and expenses in detail, and within 
thirty days after the filing of any such 
quarterly statement, the Commission 
reserves the right to issue an order ei- 
ther increasing or decreasing the base 
tate of coal mentioned in said rider. 


JoHNson, Commissioner, dissent- 
ing: While I concur in the findings 
and conclusions of the Commission as 
to the need of additional revenue and 
as to the amount authorized by the 
Commission in this order, I dissent as 
to the application of the increase in 
that it applies to only certain custom- 
ers. 

The evidence discloses that there are 
certain customers now being served by 
the petitioner who are buying electric 


energy below the cost of production. 
The petitioner seeks to raise the rates 
by the insertion of the coal clause on 
some of these customers but not upon 
all of them. 

I am firmly convinced that all sub- 
scribers of an electric utility who are 
not paying the actual cost of produc- 
tion should have their rates increased 
in an amount that would assure the 
utility of enough revenue to pay out- 
of-pocket cost. The sale of electric 
energy to customers who do not pay 
the out-of-pocket cost constitutes an 
undue burden upon other customers. 
Electric customers are entitled to rates 
commensurate with the cost of service 
to each, but for all users the schedule 
should provide for adequate minimum 
charges to assure the company of a 
reasonable return. The customers of 
the petitioner, of course, are entitled 
to the service at the lowest rates possi- 
ble, but the rates must be sufficient to 
bear the burden of rendering the serv- 
ice. The burden should not be placed 
on other customers. . 

Whatever amount of money is nec- 
essary to give the petitioner a fair rate 
should be imposed upon all customers 
who are not paying the cost of produc- 
tion and not against a selected few. 
The application of a fuel clause to a 
certain class of customers and not ap- 
plying it to others who are not now 
paying the out-of-pocket cost is dis- 
criminatory. 
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UNITED STATES CIRCUIT COURT OF APPEALS, SECOND CIRCUIT 


Public Service Commission of New York 
et al. 


VU 


Securities and Exchange Commission 


— F2d — 
March 5, 1948 


PPEAL from District Court order approving reorganization 
A plan under § 11(e) of the Holding Company Act; affirmed. 
For lower court decision, see (1947) 71 PUR NS 363, 72 F 
Supp 767, and for Commission decisions, see (SEC 1946) 67 

PUR NS 245; (NY 1947) 68 PUR NS 296. 


Corporations, § 4.1 — Reorganization under Holding Company Act — Court ap- 
proval — Condition as to state approval. 
1. A court, in approving a reorganization plan under § 11(e) of the Hold- 
ing Company Act, 15 USCA § 79k(e), may disregard a condition that the 
plan be submitted to a state Commission for approval even though the court 
may be limited to approval or rejection of such a plan, since submission to 
the state Commission is not a part of the plan but only a step to be taken 
to make the plan effective, p. 40. 
Corporations, § 10 — Reorganization under Holding Company Act — Necessity 
of state approval — Security issues. 
2. The consent of a state Commission is not necessary to the approval of a 
reorganization plan presented by a subsidiary of a registered holding com- 
pany under § 11(e) of the Holding Company Act, 15 USCA § 79k(e), 
p. 40. 

Security issues, § 44 — Standards of Holding Company Act — Reorganization. 
3. Subsections (c), (d), and (e) of § 7 of the Holding Company Act, 15 
USCA § 79g (c), (d), (e), so far as they affect a reorganization plan under 
§ 11(e) of the act, 15 USCA § 79k(e), are admonitory and not peremptory, 
p. 42. 


Valuation, § 51.1 — Investment securities — Earning power. 
4. The value of investment securities may be measured by a company’s 
prospective earning power, p. 42. 


Security issues, § 14 — Federal and state approval — Holding Company Act. 
Discussion by Federal court of the provisions of the Holding Company Act 
relating to Federal and state approval of security issues in their relation 
to the issuance of securities under a plan filed pursuant to § 11(e) of the 
Holding Company Act, 15 USCA § 79k(e), p. 41. 
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PUBLIC SERV. COM. v. SECURITIES AND EXCH. COM. 


APPEARANCES: Raymond J. Mc- 


Veigh, for the Public Service Commis- 
sion; Samuel A. Hershowitz, for the 
Secretary of State; Roger S. Foster, 
for the Securities and Exchange Com- 
mission; Milton Pollack, for the com- 
mittee of preferred shareholders of the 
Long Island Lighting Company. 


L. Hanp, CJ.: This is an appeal 
from an order under § 11 (e) of the 
Public Utility Holding Company Act 
of 1935, 15 USCA § 79k (e), which 
approved a plan of reorganization of 
the Kings: County Lighting Company, 
an intrastate operating public utility 
corporation, substantially all of whose 
common stock was owned by the Long 
Island Lighting Company, a “regis- 
tered holding company” under the act. 
Only two questions are at issue: (1) 
Whether the consent of the Public 
Service Commission of New York? 
is necessary to the approval of a plan 
presented by a subsidiary company of 
a “registered holding company” under 
subdivision 11 (e) ; and (2) Whether 
the plan approved by the SEC is “fair 
and equitable” and “appropriate to ef- 
fectuate the provisions of § 11.” On 
July 21, 1945, the Kings County Com- 
pany filed with the PSC a petition, 
asking its approval of a plan for the re- 
duction of its capital stock, and for an 
issue of new common and preferred 
shares. This the PSC refused to ap- 
prove on February 5, 1946, 62 PUR 
NS 193 ; but meanwhile, on August 25, 
1945, the Kings County Company had 
filed a plan with the SEC under § 11 
(e). After the PSC had refused its 
approval of the petition, the Kings 
County Company filed with it an 





“1 For brevity we shall speak of this Com- 
mission as the PSC and of the Securities and 
xchange Commission as the a 


amended petition on April 16, 1946, 
which it also filed with the SEC as an 
amendment to its original plan. The 
SEC held public hearings on _ this 
amended plan, and on December 13, 
1946, 67 PUR NS 245, disapproved 
it; but declared that it would approve 
it with certain specified amendments. 
The Kings County Company incorpo- 
rated the suggested amendments on 
January 6, 1947, and on the 9th, the 
SEC approved the plan in this form 
and applied to the district court for an 
order to carry it out. The order grant- 
ed on that application is the order on 
appeal. On March 6, 1947, 68 PUR 
NS 296, the PSC disapproved the 
amended petition before it, and the 
SEC so advised the judge, who had 
the amended plan still under considera- 
tion, which he later approved, as we 
have just said. 

The Kings County Company had 
had outstanding three issues of pre- 
ferred shares of a total par value of 
$4,400,000 and 50,000 shares of com- 
mon stock without par value, having 
a “stated value of $2,000,000.” The 
amended petition before the PSC and 
the amended plan before the SEC each 
proposed to substitute for these securi- 
ties preferred shares of $2,200,000 par 
value, and 440,000 common shares 
without par value, having a “stated 
value of $2,200,000.” All these secu- 
rities were to be issued to the old pre- 
ferred shareholders except 74 per cent 
of the new common shares, which were 
to go to the old common shareholders. 
The PSC found that there was no eq- 
uity in the company’s assets above the 
claim of the preferred shares if the ac- 
cumulated unpaid dividends were in- 
cluded, and for that reason refused to 
approve the issue of 74 per cent of the 
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new common shares to the old com- 
mon shareholders. The only difference 
between the two Commissions upon 
the merits of the plan is whether this 
feature is “fair and equitable.” The 
SEC did not differ as to the appraised 
value of the assets, but it did think that 
increased future earnings of the com- 
pany which were reasonably to be ex- 
pected, gave a value to its assets above 
the preferred shares, which was fairly 
represented by 74 per cent of the new 
common shares. It forecast an aver- 
age net income of $326,500 a year, al- 
though the income of the company for 
the year 1946 had been only $182,700. 
It now relies in part upon the fact that 
on April 6, 1947, the PSC had ap- 
proved a proposed tariff increase 
which would have provided for the 
company an income of $331,400. 
[1,2] The first position of the PSC 
is that § 7 (g) of the act, 15 USCA 
§ 79g (g), makes compliance with the 
laws of New York a condition upon 
plans initiated by a company under 
§ 1l(e). It calls attention to the fact 
that the SEC has itself recognized in 
several of its decisions® that other sub- 
sections of § 7 apply to the issue of 
securities provided for in such plans; 
and it can find no reason to except sub- 
section (g). Moreover, it argues that 
“compliance” with the laws of New 
York cannot be “effected” by a de- 
cision of the SEC, but that it is part 
of those laws that only the PSC shall 
decide what does, and what does not, 
“effect” compliance. In short, its po- 
sition is that, so far as the laws of 
New York may impinge upon a plan, 
it has a veto. Further it argues that, 


since the plan at bar by its own terms 
provided for approval by the PSC, the 
plan which the judge approved was 
not the plan which the company had 
submitted, and that therefore he in 
effect amended it before he approved 
it, which he had no power to do as he 
himself declared. The only lawful 
course for him was to remand the pro- 
ceeding to the SEC for resubmission 
to the company. 

We will take up the last objection 
first. We may assume for argument 
that the judge’s power was limited to 
an approval or a rejection of the plan, 
as it stood. He held that, neverthe- 
less, the condition that the plan should 
be submitted to the PSC for its ap- 
proval was not an “essential” part of 
the plan, and that for this reason he 
was free to disregard it. In this he 
was right, not indeed because he would 
have been free to change any of those 
provisions for the issue of securities or 
the alteration of shareholders’ rights 
which made up the plan, which he 
thought not to be “essential” ; but be- 
cause, as we shall show, § 11 (e) did 
not require the consent of the PSC, 
and because submission to that Com- 
mission was not part of the plan at all; 
but, as it itself declared, only one of 
the “steps to be taken to make the 
amended plan effective.” 

That the consent of the PSC 
was not such a step appears for the 
following reasons. Section 11 starts 
with imposing upon the SEC the 
“duty” of ascertaining how far hold- 
ing companies can be “simplified” and 
the “voting power fairly and equitably 
distributed”; and § 11 (b) vests it 





2In Re Derby Gas & E. ae > (1941) 9 
SEC 686, 712, 41 PUR NS 370; In Re Jack- 
sonville Gas Co. (1942) 11 SEC 449, 458, 
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Power & Light Co. (1943) 13 SEC 225. 
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with power to accomplish these ends. 
Section 11 (e) makes it possible for 
the company to forestall action by the 
Commission by taking the initiative; 
subject to such regulations as_ the 
Commission may promulgate, it may 
“submit a plan for the purpose of en- 
abling” it “to comply with the pro- 
visions of subsection (b).” Such a 
submission is a substitute for the per- 
formance of the Commission’s duty ; it 
is another way of realizing purposes 
recited in the preamble—§ 1. Whether 
the Commission or the company be- 
gins is only a matter of procedure; the 
outcome will be precisely the same, for 
in either case the end sought is meas- 
ured by subsection (b), an end whose 
realization the act affirmatively pre- 
scribes. This once understood, it be- 
comes to the highest degree unlikely 
that Congress should have set up a 


system of dual control over the fulfil- 
ment of this purpose; for it is scarcely 
necessary to expatiate upon the obvi- 
ous defect of so organizing any official 
control; we have already declared our- 
selves on the matter in Phillips v. Se- 


curities and Exchange Commission.® 


Indeed, in First Iowa Hydro-Electric 
Cooperative v. Federal Power Com- 
mission,* the Supreme Court carried 
this consideration in disregard of the 
text of a statute to much greater 
lengths than is necessary here. We 
start, therefore, with the premise that 
only the most explicit and unescapable 
language will suffice to bring about a 
result which so impedes, and is likely 
altogether to thwart, an expressly de- 
clared object of the act. 

It is true that it not only provides in 

8 (1946) 63 PUR NS 243, 153 F2d 27. 


# (1946) 328 US 152, 90 L ed 1143, 63 PUR 
NS 193, 66 S Ct 906. 





§ 11 for “simplifying” the capitaliza- 
tion of holding companies; but in §§ 6 
and 7 for protecting existing share- 
holders and the general buying public 
also. In § 6 (a) it enacts that no com- 
pany subject to it shall issue any new 
securities, or shall alter the rights of 
holders of its “outstanding” securities 
except as prescribed in § 7; and sub- 
section (b) of § 7 provides that any 
company which wishes to do either of 
these things must get leave from the 
SEC. Subsections (c), (d), and (e) 
prescribe what conditions the Com- 
mission may impose upon that leave; 
and subsection (g) provides that in 
states where there are Commissions 
which have control over the issuance 
of new securities, or of altering the re- 
lations of “outstanding” securities, the 
SEC on being “informed” that the 
local laws have not been complied 
with, “shall withhold leave until it is 
‘satisfied’ that such compliance has 
been effected.” This section covers an 
entirely different situation from that 
within § 11. When a company files a 
“declaration” under § 7, it does so to 
promote its own interest; by hypothe- 
sis the law does not demand any 
change in the status quo. Not so of a 
situation which calls for intervention 
under § 11, for in such cases the pub- 
lic interest does call for change; and 
the Commission should move, unless 
the company anticipates it under sub- 
section (e). Thus it follows that no 
purpose of the act will be thwarted, if 
a “declaration” fails; § 7 demands no 
more than a scrutiny to guard against 
possible evil if leave be granted. It 
was not, therefore, unnatural to pro- 
vide in subsection (g) that the “dec- 
laration” must “comply” with the local 
laws; and this is equally true whether 
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that subsection should be read as mak- 
ing final the decision of the local Com- 
mission, or as leaving the last word 
with the SEC. 

We are not to be misled by the fact 
that it is the company which takes the 
initiative in a proceeding under sub- 
section (e), or to suppose that this as- 
similates such a proceeding to a “dec- 
laration” under § 7. A proceeding un- 
der § 11 (b) by the Commission itself 
would obviously be free from control 
by local state Commissions ; that sub- 
division unconditionally lays upon the 
Commission the duty to “simplify” the 
capitalization of holding companies 
and their subsidiaries, and otherwise 
to bring them into accord with the act. 
Yet, if the PSC is right, although, 
when the SEC undertakes to discharge 
its “duty” upon its own initiative, it is 
unhampered, it must act in concert 
with any local Commissions, if it is the 
company which brings before it pre- 
cisely the same issues, to be decided by 
precisely the same considerations. As 
we have said, subsection (e) itself de- 
clares that the plan is only to enable 
the company “to comply with the pro- 
visions of subsection (b).” If this 
were the law, the SEC, whenever any 
local Commission did . not agree, 
should dismiss a proceeding under 
subsection (e) and institute one for it- 
self under subsection (b). That is ob- 
viously an impossible interpretation to 
put on § 7 (g). 

[8] Of those decisions of the SEC, 
which we cited at the outset, and which 
made use of subsections (c), (d), and 
(e) of § 7 as a standard in passing up- 


on plans submitted under § 11 (e), we 
have only this to say. In deciding 
whether the new securities or the al- 
terations, which such a plan proposes, 
are in accord with the purposes of the 
act, it seems proper enough to take 
subsections (c), (d), and (e) of § 7 as 
a standard ; for Congress can scarcely 
have intended to distinguish between 
situations so completely alike in these 
respects. On the other hand, if those 
subsections were to be taken as ab- 
solute limitations upon the powers of 
the Commission, when dealing with a 
plan submitted under § 11 (e), as they 
are to be, when dealing with a “dec- 
laration”’ filed under § 7, it becomes 
difficult to answer the argument that 
subsection (g) must also be a limita- 
tion. Since, for the reasons we have 
given, it is incredible that subsection 
(g) should be thought to be a limita- 
tion upon dealing with a plan, we hold 
that subsections (c), (d), and (e) are 
admonitory and not peremptory. 

[4] The second objection raised by 
the PSC needs little discussion. That 
the value of investment securities may 
be measured by the prospective earn- 
ing power of a company is now too 
well settled to admit of debate’ 
Whether there was any evidence to 
support the conclusion that the old 
common shares had any value, based 
upon the future earning power of the 
Kings County Company, is an inquiry 
into which we are not disposed to en- 
ter. Any opinion is at best a guess, 
dependent, among other things, upon 
what rates the company will be al- 
lowed to charge. There was certainly 





5 Consolidated Rock Products Co. v. Du- 
Bois (1941) 312 US 510, 525, 526, 85 L ed 
982, 61 S Ct 675; Ecker v. Western P. R. 
Co. (1943) 318 US 448, 87 L ed 892, 63 S 
Ct 692; Group of Institutional Investors v. 
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Chicago, M. St. P. & P. R. Co. (1943) 318 
US 333, 539-541, 87 L ed 959, 63 S Ct a 
Reconstruction Finance Corp. v. Denver & R. 
G. W. R. Co. (1946) 328 US 495, 90 L ed 
1400, 66 S Ct 1282. 
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some basis for the valuation of the we cannot consider; we pass upon the 
SEC when the order of the district order as of the date when it was en- 
court was entered on July 16, 1947, tered. 

71 PUR NS 363, 72 F Supp 767. The constitutional question is too 
How far later events may have thrown trivial to justify discussion. 

doubt upon the plan, as then approved, Order affirmed. 





NEW YORK SUPREME COURT, APPELLATE DIVISION, 
THIRD DEPARTMENT 


Rochester Gas & Electric Corporation 
(General Public Utilities Corporation, 
Intervener) 


Milo R. Maltbie et al. 


273 App Div 114, 76 NYS2d 671 
January 7, 1948 


EVIEW of Commission determination making approval of 
R security issues conditional on accounting changes by gas 
and electric corporation; determination annulled. Motion to 
dismiss appeal denied by Court of Appeals, with leave to renew 
upon argument of the appeal, April 23, 1948. See (1947) 190 
Misc 308, 71 PUR NS 53, 73 NY S2d 377, for decision on mo- 
tion to dismiss, intervention, and transfer to Appellate Division. 


Commissions, § 11 — Exercise of powers — Imposition of conditions — Propriety 
of separate action. 

1. The Commission, in exercising its various and divergent powers in con- 
nection with the gas and electric business, should pass upon each subject 
separately rather than to grant a request of a utility company only upon 
its consent to observe a Commission order concerning an extraneous mat- 
ter, particularly where the statute provides adequate sanction for each fail- 
ure by a utility to comply with a Commission order, p. 45. 


Security issues, § 28 — Commission authority — Power to impose conditions — 
Accounting requirements. 

2. The Commission has no jurisdiction to require, as a condition precedent 

to its giving consent to a gas and electric company’s issuance of new securi- 

ties, that the utility agree to change its books of account in such a way as 

to reflect a deficit rather than a surplus, adopt a straight-line method of 
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accounting for depreciation, and apply stated amounts from annual earn. 
ings for the reduction of the newly created deficiency, p. 45. 


Security issues, § 129 — Commission advice prior to application. 
Statement in dissenting opinion that the Commission is not obliged to 
give advice in advance to a utility planning to seek Commission approval 
of a security issue, since a Commission is obliged only to entertain an appli- 
cation for approval of a complete plan for the issuance and sale of securi- 
ties, p. 49. 

Security issues, § 87 — Overcapitalization — Public interest. 
Statement in dissenting opinion that the public, both consumers and in- 
vestors, have an interest in a utility’s proposed security issue to the extent 
of knowing whether a utility is already overcapitalized or its existing capital 
structure impaired, p. 50. 

Depreciation, § 32 — Straight-line method. 
Statement that the straight-line method of determining depreciation is con- 
demned only where it is imposed as a universal and inflexible rule without 
regard to the facts of a particular case, which might indicate that real depre- 
ciation might be reflected by the straight-line method, p. 51. 

(Foster and Herrernan, JJ., dissent.) 


> 


Before Hill, PJ., and Heffernan, 
Foster, Russell, and Deyo, JJ. 


APPEARANCES: Nixon, Hargrave, 
Middleton & Devans, of Rochester (T. 
Carl Nixon and Earl L. Dey, of Roch- 
ester, Edmund B. Naylon and George 
Foster, Jr., of New York city, of coun- 
sel), for petitioner; Shearman, Ster- 
ling & Wright, all of New York city 
(Allen E. Throop, E. Robert Willcox, 
and James B. Liberman, all of New 
York city, of counsel), for intervener ; 
Philip Halpern, of Buffalo (Samuel R. 
Madison, on the brief), for Public 
Service Commission. 


Hix, PJ.: Rochester Gas & Elec- 
tric Corporation petitioned under Art 
78, Civil Practice Act, for this review 
of a determination made by the Pub- 
lic Service Commission of the state of 
New York. Its parent company, Gen- 
eral Public Utilities Corporation, has 
been permitted to intervene. The pe- 


titioner applied to the Commission un-_ 
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der § 69 of the Public Service Law for 
authorization to issue and sell $16,- 
677,000 first mortgage bonds, 50,000 
shares of preferred stock and sufficient 
shares of its no-par common stock to 
realize $2,000,000 to the company, 
and further asked the Commission's 
approval and consent as prescribed by 
the Stock Corporation Law, to amend 
its certificate of incorporation in con- 
nection with the increase of stock. 
Sections 36, 38. 

The Public Service Law, § 69, out- 
lines the powers of the Commission in 
connection with the issuance of stock, 
bonds and other certificates of indebt- 
edness. 

“A gas corporation or electric cor- 
poration organized or existing, of 
hereafter incorporated, under or by 
virtue of the laws of the state of New 
York, may issue stocks, bonds, notes 
or other evidences: of indebtedness 

when necessary for the acqui- 
sition of property, the construction, 
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completion, extension, or improvement 
of its plant or distributing system, 
or for the improvement or main- 
tenance of its service or for the dis- 
charge or lawful refunding of its 
obligations / ; provided and 
not otherwise that there shall have 
been secured from the Commission an 
order authorizing such issue, and the 
amount thereof, and stating the pur- 
poses to which the issue or proceeds 
thereof are to be applied, and that, in 
the opinion of the Commission, the 
money, property, or labor to be pro- 
cured or paid for by the issue of such 
stock, bonds, notes, or other evidences 
of indebtedness is or has been reason- 
ably required for the purposes specified 
in the order. For the purpose 


of enabling it to determine whether it 
should issue such an order, the Com- 
mission shall make such inquiry or in- 
vestigation, hold such hearings and ex- 


amine such witnesses, books, papers, 
documents, or contracts as it may 
deem of importance in enabling it to 
reach a determination. 1% 
The Commission has determined 
that the moneys are needed for the 
construction and improvement of peti- 
tioner’s plant, distributing system, and 
for the maintenance of its service and 
in part for the discharge of outstand- 
ing obligations. The determination of 
the Commission as to these matters is 
not at issue before this court, as ap- 
pears by its brief on this review. “The 
petitioner desired to sell the securities 
and to use the proceeds thereof, ap- 
proximately $23,500,000, to finance 
the construction of about $16,000,000 
of new plant facilities and to refund 
outstanding obligations of about $7,- 
500,000. It is agreed that these are 
proper corporate purposes for the is- 


suance and sale of securities under 
§ 69, and there is no issue in this case 
in that regard.” Thus it has been de- 
termined that the new issue will not be 
unfair or inequitable to the present 
bond or security holders and stock- 
holders of the company, and that the 
public of Rochester and vicinity needs 
the service which it is proposed to fur- 
nish through the increased facilities 
which will be constructed with a por- 
tion of the proceeds, but the Commis- 
sion has refused to endorse the amend- 
ed certificate of incorporation and fi- 
nally approve the issuance of the first 
mortgage bonds and stocks unless and 
until the petitioner consents to change, 
modify and charge off entries in its 
books of account to reflect a claimed 
deficiency of $10,700,000 in deprecia- 
tion reserve, and so-called “impair- 
ments” in plant utility accounts 
amounting to $6,658,171. Against 
such diminution of assets, according 
to the books of the company, it is re- 
quired to set aside $75,000 a month 
from earnings until the aggregate 
thereof amounts substantially to $7,- 
750,000, and further, to pay into the 
depreciation reserve account $2,100,- 
000 a year from earnings. The peti- 
tioner and intervener refused to com- 
ply with these requirements and seek 
a review of the Commission’s determi- 
nation. 

[1,2] The Commission has deter- 
mined at least two unrelated matters, 
making its approval of the necessary 
issuance of new securities dependent 
upon petitioner’s consent to change its 
books of accounts to show a deficit 
rather than a surplus. Such require- 
ment seems of doubtful legality. The 
public in and about Rochester is inter- 
ested in the extension of petitioner’s 
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plant to accommodate increased de- 
mands. The Commission recognizes 
that the enlargement is necessary and 
approves the financing plan proposed 
by petitioner, but it attaches conditions 
that book entries as to surplus for de- 
preciation and value of the plant be 
eliminated from petitioner’s books and 
requires that the deficiency created by 
the elimination of the items be reduced 
by the application for nearly a decade 
of $900,000 a year from petitioner’s 
income, and further the approval is 
conditioned that “straight line” in- 
stead of the present observed depre- 
ciation be adopted, with a required 
annual contribution of $2,100,000. 
Section 69, Public Service Law, is en- 
titled, “Approval of issues of stock, 
bonds and other forms of indebted- 
ness; approval of mergers or consoli- 
dations.” No reference is contained 


therein to the keeping of accounts in 
accordance with prescribed uniform 


methods, but § 66, Public Service 
Law, entitled, “General powers of 
Commission in respect to gas and elec- 
tricity” enacts that the Commission 
shall “4. Have power, in its discretion, 
to prescribe uniform methods of keep- 
ing accounts, records and books, to be 
observed by gas corporations and elec- 
tric corporations and by municipalities 
engaged in the manufacture, sale and 
distribution of gas and electricity for 
light, heat or power. It may also in 
its discretion prescribe, by order, 
forms of accounts, records, and mem- 
oranda to be kept by such persons, cor- 
porations and municipalities. Notice 
of alterations by the Commission in 
the required method or form of keep- 
ing a system of accounts shall be given 
to such persons or corporations by the 
Commission at least six months be- 
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fore the same shall take effect. Any 
other and additional forms of accounts, 
records and memoranda kept by such 
corporations shall be subject to exami- 
nation by the Commission.” 

The Public Service Commission has 
various and divergent powers in con- 
nection with the gas and electric busi- 
ness within this state. It may enforce 
safe and adequate service, just and rea- 
sonable charges, inspection of gas and 
electric meters and approve of incor- 
poration and franchises, transfer of 
franchises or stocks, determine com- 
plaints as to quality of gas and elec- 
tricity and fix rates to be charged. 
Public Service Law, Art 4. For a 
violation of any supervisory order a 
penalty of $1000 a day is prescribed. 

A reasonable exercise of the powers 
of the Commission would seem to re- 
quire it to pass upon this wide variety 
of subjects separately rather than to 
grant a proper request of a utility com- 
pany only upon its consent to observe 
the Commission’s order concerning an 
extraneous matter. The penalty in the 
statute seems adequate to enforce per- 
formance by the utility of proper or- 
ders without recourse to coercive or 
punitive conditions attached to the 
granting of reasonable requests. 

Concerning the claimed deficiency 
of $10,700,000 in the reserve for de- 
preciation, the petitioner presented tes- 
timony of two of its officers or em- 
ployees that there was no deficiency; 
the finding was made upon the testi- 
mony of a single employee of the Com- 
mission. The opinion of the Commis- 
sioner in this regard states: “In mak- 
ing this estimate as well as his previous 
studies, he adopted the straight-line 
group method of depreciation account- 
ing. He explained that in the limited 
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time available he.was unable to make a 
careful restudy of the property, which 
eventually he expects to do, but he had 
available the background of the prior 
gas, electric, and common property 
studies which he had made.” The 
court of appeals and this court have 
passed upon the validity of “straight 
line” depreciation. In New York Edi- 
son Co. v. Maltbie (1935) 244 App 
Div 685, 9 PUR NS 155, 281 NYS 
223; Id. (1935) 245 App Div 897, 
282 NYS 550, affirmed (1936) 271 
NY 103, 106, 15 PUR NS 143, 145, 
2 NE2d 277, 278, the following ques- 
tion was answered in the negative by 
the court of appeals: “. are the 


provisions of the said orders of the 
Commission which require corpora- 
tions to adopt the ‘straight-line’ meth- 
od of accounting for depreciation, as 
therein provided, valid under the laws 


and Constitutions of the state of New 
York and of the United States of 
America?” 

The balance of the more than $17,- 
000,000 claimed “impairment” of pe- 
titioner’s capital is made up of two 
items: one substantially $3,800,000 
which the Commission in an earlier or- 
der directed to be charged off as rep- 
resenting the excess of the book entry 
over the actual cost of water power 
and other items purchased by petition- 
er from a predecessor. The Commis- 
sion’s order in this regard was an- 
nulled by this court (1946) 271 App 
Div 202, 65 PUR NS 112, 63 NYS2d 
771. No appeal has been taken from 
that decision. The other itern is sub- 
stantially $2,800,000 and of the same 
general character as the last previous 
one. An earlier order has likewise 
been made by the Commission as to 
this item and an appeal was taken to 


this court. The matter was not con- 
sidered by us on its merits ([1947] 
272 App Div 162, 69 PUR NS 113, 
71 NYS2d 326) because of the state- 
ment by the Commission that it had 
granted a rehearing. No rehearing 
has ever been had. Substantially all 
of the transactions involved in the last 
two items took place nearly forty years 
ago, and the entries in the books made 
at that time have been unquestioned 
until recently. In the earlier appeal to 
the court of appeals (supra, 271 NY 
103, 15 PUR NS at p. 145, 2 NE2d 
at p. 278) that court answered in the 
negative the following question: “. . . 
are the provisions of the said orders 
of the Commission which direct corpo- 
rations to rewrite their Operating 
Property (Fixed Capital) Accounts 
upon the basis of ‘original cost,’ which 
is defined as ‘the actual money cost 
(or the current money value of any 
consideration other than money) of 
property at the time when it was first 
devoted to the public service, whether 
by the accounting company or by a 
predecessor public utility,’ valid under 
the laws and Constitutions of the state 
of New York and the United States of 
America ?” 

The Federal courts have disap- 
proved of “straight line” calculations 
as to depreciation. In McCardle v. In- 
dianapolis Water Co. 272 US 400, 416, 
71 Led 316, PUR1927A 15, 29, 47S 
Ct 144, 150, the opinion states: “The 


-deduction was not based on an inspec- 


tion of the property. It was the result 
of a ‘straight line’ calculation based on 
age and the estimated or assumed use- 
ful life of perishable élements. 

The testimony of competent valuation 
engineers who examined the property 
and made estimates in respect of its 


47 73 PUR NS 





NEW YORK SUPREME COURT 


condition is to be preferred to mere 
calculations based on averages and as- 
sumed probabilities.” | Consolidated 
Gas Co. v. Newton, PUR1920F 483, 
531, 267 F 231, 265, contains this 
statement concerning the testimony of 
a witness as to depreciation figured un- 
der “straight line” methods, “This was 
necessarily a conjecture, based upon 
the supposed life of the plant ; it has no 
application while the plant is kept up.” 

A frequently quoted authority in 
this state is People ex rel. Iroquois Gas 
Corp. v. Public Service Commission 
(1934) 264 NY 17, 20,2 PUR NS 
448, 450, 189 NE 764, 765. The Com- 
mission had there approved the pur- 
chase of a natural gas plant but only 
upon the condition that a portion of 
the purchase price should be charged 
to surplus. The opinion states con- 
cerning the powers of the Commis- 
sion: ‘The most that can be urged is 
that it may impose conditions which 
will insure efficient operation in the 
public interest in those matters which 
fall within the general field of its pow- 
ers. It cannot make its consent de- 
pendent upon conditions which are un- 
reasonable or which do not change the 
terms of the transfer of the franchise, 
works, or systems, or which encroach 
upon the right of the relator to admin- 
ister its corporate affairs according to 
its own judgment in matters in which 
the legislature has not given the Pub- 
lic Service Commission any regulatory 
or supervisory powers.” It may not 
be said in this case that a requirement 
dealing with future increase of surplus 
for depreciation will presently add any- 
thing to the marketability or stability 
of the securities which petitioner seeks 
to issue. Should adjustments appear 
to be necessary in connection with sur- 
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plus for depreciation after a legal and 
proper inspection and appraisal as to 
observed depreciation has been made, 
the Commission has full power to act. 
The Iroquois opinion (p. 21 of 264 
NY, p. 451 of 2 PURNS, p. 766 of 
189 NE) contains a statement which 
seems to apply to the other two so- 
called “impaired” items: “The power 
vested in the Commission to prescribe 
uniform methods of keeping accounts 
and records does not include the power 
to compel a corporation to write off 
from its book value a loss which it has 
not sustained, or to give up a part of 
its constitutional rights.” The opinion 
cites upon that general subject Los 
Angeles Gas & E. Corp. v. California 
R. Commission, 289 US 287, 77 L ed 
1180, PUR1933C 229, 53 S Ct 637. 

The determination should be an- 
nulled and the matter rernitted to the 
Commission for further consideration. 

Determination annulled, on the law 
and facts, with fifty dollars costs and 
disbursements, and matter remitted to 
the Commission for further considera- 
tion. 


Russell and Deyo, JJ., concur. 


Foster, J., dissents in an opinion in 
which Heffernan, J., concurs. 


Foster, J., dissenting: There is 
some doubt as to whether this proceed- 
ing presents for review a final determi- 
nation of the Public Service Commis- 
sion. Petitioner sought approval for 
the issuance and sale of first mortgage 
bonds in the principal amount of $16,- 
677,000; 50,000 shares of preferred 
stock, and shares of common stock, of 
no par value, sufficient to raise $2, 
000,000. The proposals submitted by 
petitioner were not conclusive, for the 
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prices and terms of the securities were 
to be determined by competitive bid- 
ding, and after such matters were de- 
termined the further approval of the 
Commission would necessarily have to 
be sought. However, the Commission 
entertained the proposals and made 
certain recommendations. Thereupon 
petitioner amended its application and 
accepted for the most part, and with- 
out prejudice, the requirements laid 
down in the Commission’s original 
memorandum. The Commission’s fi- 
nal resolutions set forth -conditions 
which differed in two important re- 
spects from the proposals submitted in 
the amended petition. Petitioner re- 
fused to comply with these and with- 
drew its amended petition. There is 
a dispute as to its right to do this, 
which seems wholly unimportant. The 
important thing is that the Commis- 
sion finally denied its application and 
refused to grant a rehearing. 

In other words, petitioner sought, in 
advance of the event, advice as to 
whether the Commission would ap- 
prove the issuance and sale of securi- 
ties upon terms and conditions that 
were partially unknown. From a view- 
point of strict construction the Com- 
mission was obliged only to entertain 


an application for an order approving 


a complete plan for the issuance and 
sale of securities at a definite price, in- 
terest and dividend rate. But from a 
practical viewpoint, to compel con- 
formance to such a narrow construc- 
tion might easily result in an immense 
duplication of labor. If petitioner act- 
ed without first obtaining the Com- 
mission’s approval to invite bids, and 
without knowledge with respect to any 
conditions that might be imposed, its 
work might be in vain. The latter 


[4] 


hurdle had to be surmounted, if possi- 
ble, before it would be practical for 
petitioner to proceed further. In en- 
tertaining the application at all the 
Commission acquiesced in this view. 
It finally imposed conditions which pe- 
titioner refused to accept. The order 
of the Commission is final in form and 
has all the finality that the mechanics 
of the situation permitted. It has re- 
fused to approve the issuance and sale 
of securities except upon conditions 
relevant to the financial setup of peti- 
tioner which the latter refuses to ac- 
cept. It would seem a useless bit of 
legal technicality to hold now that the 
action of the Commission is not final 
in the sense that it may be reviewed. 
Such a holding would do nothing more 
or less than solidify the impasse al- 
ready reached. 

A construction of § 69 of the Public 
Service Law is involved in this contro- 
versy, with §§ 36 and 38 of the Stock 
Corporation Law playing a minor role. 
The real issue in the case is the power 
of the Commission under § 69 of the 
Public Service Law. Petitioner ap- 
parently takes the view that the only 
power the Commission has under this 
section is to determine whether the 
proposed issuance of securities is nec- 
essary and reasonably required for one 
of the purposes stated in the statute. 
To the contrary, the Commission 
maintains that it has the power and 
duty to determine whether the issu- 
ance of securities is in the public inter- 
est, and that the fulfilment of its duty 
in that regard requires it to take into 
consideration the financial soundness 
of the company, its proposed total capi- 
talization, the value of its property and 
all other factors affecting the interest 
of the investing and consuming public. 
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These contrasting views pose the is- 
sue. The Commission agrees that the 
issuance of the proposed securities is 
for one or more of the purposes enu- 
merated in the statute, and hence there 
is no issue on that score. It follows 
that if the petitioner’s view is correct 
the Commission was bound to approve 
its application irrespective of other 
considerations. 

I think petitioner’s conception of the 
Commission’s power is erroneous. 
Carried to its ultimate conclusion it 
would seem that whatever cracks 
might appear to exist in the capital 
structure of a public utility the Com- 
mission would be powerless to with- 
hold its approval for the issuance of 
new securities so long as they are to be 
issued for value received and reason- 
ably necessary for one of the purposes 
enumerated in the statute. This ex- 
treme view is inconsistent with the 
fundamental supposition that implicit 
in every section of the Public Service 
Law is the standard of public interest, 
and wherever regulatory power is con- 
ferred on the Commission it must be 
exercised in the light of this standard. 
By the same token every part of the 
statute conferring power in general 
language must be broadly construed so 
far as the public interest is concerned, 
and limited only when such a legisla- 
tive intent is plainly expressed or when 
the exercise of power may violate con- 
stitutional limitations. Rochester Gas 
& E. Corp. v. Maltbie (1940) 258 App 
Div 682, 33 PUR NS 36, 18 NYS2d 
630, affirmed (1940) 284 NY 622, 29 
NE2d 936; People ex rel. Iroquois 
Gas Corp. v. Public Service Commis- 
sion (1934) 264 NY 17, 2 PUR NS 
448, 189 NE.764; International R. 
Co. v. Public Service Commission 
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(1942) 264 App Div 506, 46 PUR 
NS 427, 36 NYS2d 125, affirmed 
(1943) 289 NY 830, 47 NE2d 435. 
Staten Island Edison Corp. v. Public 
Service Commission (1934) 263 NY 
209, 2 PUR NS 456, 188 NE 713. 
The language of the disputed sec- 
tion imposes no limitation such as the 
petitioner claims. For instance it pro- 
vides, “ For the purpose 
of enabling it to determine whether it 
should issue such an order, the Com- 
mission shall make such inquiry or in- 
vestigation, hold such hearings and 
examine such witnesses, books, papers, 
documents or contracts as it may deem 
of importance in enabling it to reach a 
determination. . ” Such a de- 
termination would be relatively sim- 
ple, and would not require the power 
to investigate in such detail as the stat- 
ute directs and permits, if the only pur- 
pose was to determine whether the 
proposed securities were reasonably 
necessary for one of the purposes men- 
tioned in the statute. It would seem 
unnecessary to strain the point that the 
public, both consumers and investors, 
has an interest so far as the issuance of 
new securities is concerned in whether 
a utility is already overcapitalized or 
its existing capital structure impaired. 
The most elementary considerations of 
regulation in the public interest dic- 
tate the necessity of such a view. Even 
in those cases where dicta is cited to 
the contrary the facts do not support 
a different conclusion, and the dicta 
should be read in connection with the 
facts passed on. People ex rel. Dela- 
ware & H. Co. v Stevens (1909) 197 
NY 1, 90 NE 60; People ex rel. Bing- 
hamton Light, Heat & P. Co. v. Ste- 
vens (1911) 203 NY 7, 96 NE 114. 


When we come to the recommenda- 
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tions by the Commission relative to the 
proposals submitted by petitioner we 
find the following situation. Two cas- 
es are presently before the Commis- 
sion and undetermined, which involve 
the question of whether a total sum 
of $6,658,171 shall be taken out of pe- 
titioner’s capital accounts and charged 
to surplus. It is unnecessary to at- 
tempt to review in detail the conflict- 
ing claims as to the matters involved 
in these cases. Suffice it to say that 
they have yet to be determined and no 
one can say at the present time what 
their ultimate disposition may be. In 
addition to these matters there is sub- 
stantial testimony in the record, ac- 
cepted by the Commission, which 
tends to indicate that petitioner’s de- 
preciation reserve may have a deficien- 
cy of some $10,700,000. This is also 
a matter of sharp dispute, but for the 


purpose of the present review no one 
can say how this controversy may ul- 


timately be resolved. This alleged 
deficiency item was computed by the 
Commission’s witness upon the basis 
of what is known as straight-line de- 
preciation. This method of computa- 
tion has been condemned (New York 
Edison Co. v. Maltbie [1935] 244 
App Div 685, 9 PUR NS 155, 281 
NYS 223; Id. [1935] 245 App Div 
897, 282 NYS 550, affirmed [1936] 
271 NY 103, 15 PUR NS 143, 2 NE 
2d 277), but I do not understand the 
condemnation to extend to the use of 
this method in all cases and under all 
conditions. In fact under proper con- 
ditions its use by a qualified expert has 
been approved. Yonkers R. Co. v. 
Maltbie (1937) 251 App Div 204, 19 
PUR NS 348, 296 NYS 411; Long 
Island Lighting Co. v. Maltbie (1937) 
249 App Div 918, 18 PUR NS 225, 


292 NYS 807. The straight-line 
method of determining depreciation is 
only condemned where it is imposed 
as a universal and inflexible rule with- 
out regard to the facts of a particular 
case. Apparently where there is a suf- 
ficient factual foundation to indicate 
that the method accurately reflects real 
depreciation it may be used. 

In any event the method used is 
somewhat of a collateral issue so far 
as this review is concerned. The Com- 
mission has made no final order with 
respect to such alleged depreciation. 
All that the Commission’s resolutions 
required was that petitioner make pro- 
vision for a special surplus account in 
the sum of $17,358,171. This sum 
represents the total of the disputed 
items in the cases now pending before 
the Commission plus a possible defi- 
ciency in petitioner’s depreciation re- 
serve. Against this amount petitioner 
was to earmark the surplus which it 
had on hand December 31, 1946, in 
the amount of $9,578,950. The dif- 
ference between these amounts peti- 
tioner was to make up by reservations 
from current income, and on the basis 
of $75,000 per month. The purpose 
of this special surplus account was to 
take care of any necessary adjustments 
in the balance sheet accounts and in 
that manner to insure the financial 
soundness of the securities regardless 
of the outcome of controversies with 
respect to the questioned capital issue. 
There was no determination that the 
whole sum of $17,300,000 would be 
needed to cover such adjustment; nor 
was there any direction made for the 
transfer of any part of the special sur- 
plus account to any other account. 
The surplus special account was simply 
moneys earmarked so as to prevent 
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their use for the payment of dividends 
prior to final determination as to dis- 
puted items, and to be kept intact for 
adjustments that might be ultimately 
ordered. In the future if such adjust- 
ments are directed by the Commission 
petitioner will have an opportunity for 
reviewing them. If it should be de- 
termined that the Commission is 
wrong about these disputed capital 
items, then the amount in the special 
surplus account will, of course, be re- 
turned to free surplus; and the same 
disposition will be made of any bal- 
ance over and above the amount of any 
capital impairment shown. Without 
discussing all the minutia involved the 


foregoing is a rough summary of the 
action which the Commission took, 
that is to say, the proposals which it 
recommended as a basis for its approy- 
al. In all this I can see nothing arhi- 
trary or capricious, or anything be. 
yond the power of the Commission in 
its regulatory functions. It is unfortu- 
nate, of course, that a matter of this 
importance to petitioner and the resi- 
dents of the area affected could not 
be decided more expeditiously, but 
that is a circumstance outside of a 
judicial consideration of an issue of 
power. 

The determination of the Commis- 
sion should be confirmed. 
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United States 


Arkansas Power & Light Company 


No. 13569 
165 F2d 354 
January 7, 1948 


PPEAL from judgment dismissing complaint in action by 
A United States against an electric company to obtain order 
requiring the company to file rate schedules with the Commis- 

sion; judgment reversed and cause remanded. 


Rates, § 225 — Contract to reduce rates — Filing of schedules. 
1. An electric company which has agreed to reduce its retail rates in con- 
sideration of the sale of electric energy by the United States to it, subject, 
however, to Commission approval of the reduction, has not met its con- 
tractual obligation by merely filing the contract with the Commission, since, 
when a new rate is voluntarily proposed by the utility, the Commission does 
not act until the rate schedule is filed, p. 55. 


Procedure, § 10 — Dismissal without decision on merits. 


2. A complaint should not be dismissed on motion without a hearing on the 
merits unless it definitely appears that the plaintiff would be entitled to no 
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relief under any state of facts which could be proved in support of his claim, 


p. 55. 


APPEARANCES: Melvin Richter, 
Attorney, Department of Justice, of 
Washington, D. C. (Peyton Ford, 
Assistant Attorney General, and 
James T. Gooch, U. S. Attorney, and 
W. H. Gregory, Assistant U. S. At- 
torney, both of Little Rock, Ark., Ed- 
ward H. Hicket, Special Assistant 
to Attorney General, and Hadley W. 
Libbey, Attorney, Department of 
Justice, of Washington, D. C., on the 
brief), for appellant; W. H. Holmes, 
of Little Rock, Ark. (J. W. House, 
W. Horace Jewell, and Thomas C. 
Trimble, Jr., all of Little Rock, Ark., 
on the brief), for appellee. 

Before Sanborn, Woodrough, and 
Collet, CJJ. 


Cottet, CJ: The trial court dis- 
missed the complaint of the United 
States against the Arkansas Power 
and Light Company without a hear- 
ing on the merits on the ground that 
the action was prematurely brought. 
From the order and judgment of dis- 
missal, the United States appeals. 
The parties will be referred to as the 
plaintiff and the defendant. 


The amended complaint alleges 
that the plaintiff and defendant en- 
tered into a contract February 20, 
1945, by the terms of which plain- 
tiff was to sell and defendant was to 
purchase electric energy produced at 
plaintiff’s Norfolk hydroelectric plant 
at the rate stipulated in a written con- 
tract between the parties. That in 
consideration of the sale of this 
energy at the price stipulated, defend- 
ant was to reduce its retail rates sixty 
days after the execution of the con- 


tract to “the United States, its agen- 
cies, and industries or activities fi- 
nanced in whole or in part by the 
United States (except REA Co- 
operatives) so as to effectuate a total 
reduction to such customers of at least 
$150,000 annually.” It was further 
alleged that reductions were to be 
made to certain Rural Electric Co- 
operatives. The contract was by 
reference incorporated in the com- 
plaint. It provided that: “37. This 
agreement, and all rights and obliga- 
tions of both of the parties hereto, 
are expressly conditioned upon the 
granting of any and all necessary ap- 
provals, authorizations, or consents of 
any Commission or Commissions, or 
other regulatory body or bodies, hav- 
ing jurisdiction in the premises.” 

The complaint proceeded to allege 
that plaintiff had performed all of the 
conditions imposed upon it by the 
contract but that defendant had failed 
to perform its part of the agreement 
in that it had not filed any rate sched- 
ule reflecting the rate reductions with 
the Arkansas Public Service Commis- 
sion and secured the Commission’s ap- 
proval thereof. The complaint alleged 
that plaintiff had been damaged by 
reason of defendant’s alleged derelic- 
tion in the sum of $155,000. The 
prayer for relief was for an order re- 
quiring defendant to file rate schedules 
with the Commission reflecting the 
reductions and for damages in the 
amount above indicated. 

The defendant answered the com- 
plaint, admitting the execution of the 
contract, but denying that it had failed 
to put into effect rate reductions pro- 
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vided for in the agreement or that it 
had failed to file the rate schedules 
referred to. The answer set forth the 
above-quoted paragraph 37 of the con- 
tract and alleged that the Arkansas 
Public Service Commission had juris- 
diction of the approval of the contract, 
that defendant had on March 8, 1945, 
filed the contract with the Commis- 
mission, made repeated efforts to ob- 
tain the Commission’s approval, but 
that the Commission had not approved 
the agreement and, hence, the latter 
had not been finally consummated. 
The answer then proceeded to allege 
that a general investigation relating to 
the propriety of all of the rates of the 
defendant had been in progress prior 
to October 31, 1944. That while this 
inquiry was in progress and before it 
was determined by the Commission, 
plaintiff and defendant had reached the 


agreement referred to in the complaint 
but had not actually executed the for- 


mal contract. That at the time defend- 
ant and plaintiff reached their agree- 
ment, defendant was in the process of 
putting into effect a rate reduction of 
$975,000 ordered by the Commission 
on June 24, 1944, as a result of the 
general investigation, and that defend- 
ant, pursuant to a specific understand- 
ing with plaintiff and by permission 
of the Commission, increased the rate 
reduction from $975,000 to $1,140,- 
319 “with the specific purpose of caus- 
ing the general rate reduction to reflect 
the specific rate reduction called for 
by the agreement” with plaintiff. De- 
fendant alleged that the general rate 
reduction was approved October 31, 
1944, and resulted in a rate reduction 
to the customers mentioned in the con- 
tract of more than $152,000 annually. 
The answer further alleged the filing of 
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a separate rate schedule complying 
with the contractual requirement rela- 
tive to Rural Electric Cooperatives, 
By cross complaint defendant asked 
for a reformation of the contract, 
changing its date from February 20, 
1945, to October 31, 1944, upon the 
ground that it was upon the latter date 
when the agreement was actually 
made. 

The plaintiff replied to the answer 
and cross complaint, flatly denying 
that the rate schedule filed by defend- 
ant on October 31, 1944, was intended 
or understood by the parties to be a 
compliance with the rate reductions 
provided for in the subsequently ex- 
ecuted contract of February 20, 1945. 
In the reply, plaintiff admitted that 
defendant had filed a copy of the con- 
tract with the Commission but alleged 
that the filing of a rate schedule with 
the Commission was essential and had 
not been done. A number of other 
facts were alleged in the pleadings 
which, for present purposes, need not 
be stated. 

The issue raised by the answer that 
the agreement between plaintiff and 
defendant had to be approved by the 
Commission before it was consummat- 
ed was presented to the trial court on 
the briefs of the parties and by the 
Commission as amicus curiz. It does 
not appear that any other issue was 
presented to the trial court. After due 
consideration that court entered its 
judgment in which the court states that 
“ the court finds that 
the agreement not having been ap- 
proved by the Arkansas Public Service 
Commission in proceedings now pend- 
ing before that tribunal, and that said 
Commission having jurisdiction over 
the Arkansas Power and Light Com- 
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pany in making and performing said 
agreement, has not exercised its ju- 
risdiction of approving or disapprov- 
ing said agreement . . ._ this 
suit has therefore been prematurely 
brought by the plaintiff and should be 
dismissed.” 


[1] Plaintiff contends that the facts 
stated in its complaint would entitle 
it to an order directing defendant to 
file a rate schedule for the Commis- 
sion’s consideration, reflecting the 
rate reduction specified in the con- 
tract. That argument is predicated 
upon the assumption that under the 
Arkansas statute the initiation of a 
new rate by a utility is by the filing of 
a rate schedule which the Commission 
may by nonaction permit to become ef- 
fective or may suspend for considera- 
tion and subsequent approval or disap- 
proval. See Harrison Electric Co. v. 
Citizen’s Ice & Storage Co. 149 Ark 
502, PUR1921E 674, 232 SW 932. 
Plaintiff may or may not be entitled to 
such an order. The answer to the ques- 
tion depends primarily upon the deter- 
mination of an issue presented by the 
pleadings, but which was not called to 
the trial court’s attention. The defend- 
ant flatly asserts that it has made the 
rate reduction referred to in the con- 
tract. If it has done so, it is because, as 
defendant contends, the rate reduction 
was included by agreement of the par- 
ties and with the consent of the Com- 
mission in the general rate reduction 
made on October 31, 1944. This, the 
plaintiff as flatly denies. That ques- 
tion involves a determination of what 
the contract actually was, and was for 
the court and not the Commission to 
decide. If it be determined that the 
rate reduction referred to in the con- 
tract had not been made, the facts 


stated in the complaint would entitle 
plaintiff to an order directing defend- 
ant to file a rate schedule reflecting the 
reductions called for by the contract. 
To do so will not interfere with the 
Commission’s jurisdiction to deter- 
mine the propriety of any rate reduc- 
tion submitted. Under the Arkansas 
statute at least two methods for initi- 
ating new rate schedules exist. One, 
where the new rate is ordered by the 
Commission after an investigation on 
complaint or its own motion. Pope’s 
Digest of Statutes of Arkansas, § 2082. 
The other, when the new rate is vol- 
untarily proposed by the utility. 
Pope’s Digest, supra, § 2081. In the 
latter instance the Commission does 
not act until the rate schedule is filed 
by the utility. Harrison Electric Co. 
v. Citizen’s Ice & Storage Co. supra. 
In the present case it appears that the 
contract alone has been filed. If the 
trial court finds that the rate reduction 
agreed upon has not been made and 
plaintiff has complied with its obliga- 
tions, plaintiff is entitled to require de- 
fendant to do all in its power to carry 
out its obligations under the contract. 
Watson Bros. Transp. Co. v. Jaffa 
(1944) 143 F2d 340. Because of the 
procedure specified by § 2081, supra, 
that obligation is not met by merely fil- 
ing the contract in question with the 
Commission. 


[2] The record presents another 
reason for the desirability, if not the 
necessity, for remanding the cause. 
By the terms of the contract it was to 
continue in effect until six months aft- 
er the date of the cessation of hostili- 
ties in the late war, as determined by 
the Proclamation of the President or 
by resolution of Congress. Subse- 
quent to the Judgment of dismissal the 
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President formally proclaimed the ces- 
sation of hostilities as of December 31, 
1946. Hence, the contract appears to 
have been terminated. If it has been 
terminated, considerations bearing up- 
on plaintiff’s right to the relief sought 
now come into effect which did not ex- 
ist at the time of the entry of the judg- 
ment of dismissal. As this court has 
held, a complaint should not be dis- 
missed on motion without a hearing 


on the merits “unless it appears to q 
certainty that the plaintiff would be en. 
titled to no relief under any state of 
facts which could be proved in support 
of his claim.” Publicity Building 
Realty Corporation v. Hannegan 
(1943) 139 F2d 583, 586. 

For the reasons stated the cause is 
remanded for further proceedings not 
inconsistent with the conclusions here. 
in stated. 


Sert 


Cor 





MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES Let 


Harry J. Cooney 


v hin 


Southern Rédshire Power & Electric 


Company fie 


D.P.U. 7968 
December 22, 1947 


OMPLAINT against refusal of electric company to furnish elec- 
tricity by underground cable to residents in real estate at 
development; overhead extension required subject to obtaining co 
consent of town. ov 


Service, § 181 — Electric extension — Excessive cost. 


1. The Department of Public Utilities cannot order an electric utility to 
install underground service, from a conduit along a street, to a residence ve 
being built in a real estate development when the cost would be greater than ; 
would be warranted, since under the applicable statute no such order may sh 
be made where it appears that compliance would result in permanent finan- or 
cial loss to the utility, p. 57. 


Service, § 185 — Extensions — Cost burden on other customers — Real estate al 
development. 
2. An electric utility should not be required to install facilities at a high ec 
cost per customer, with a resulting permanent financial loss to the utility; 
the rank and file of customers should not be asked to finance an inordinately 5 
expensive extension of facilities into a real estate development, with no ; 
assurance to the utility of ultimately receiving a fair return on the money, th 
p. 58. fe 

73 PUR NS 56 ; 





COONEY v. SOUTHERN BERKSHIRE POWER & E. CO. 


Service, $ 181 — Electric extension — Real estate development — Condition as to 


local consent. 


3. An electric utility should be required to provide overhead construction 
for service to persons building in a real estate development, when this can 
be done through a reasonable investment per customer, if necessary pole 

locations are granted by local authorities, p. 59. ; 


Commissions, § 20 — Powers — Municipal grant of pole location. 
Statement that when a town refuses to grant a pole location for an electric 
extension the Department of Public Utilities cannot overrule the decision 
of town authorities, as the remedy is political and not administrative, p. 57. 


By the DeparTMENT: This is a 
complaint by a resident of the town of 
Lenox against Southern Berkshire 
Power and Electric Company under 
§ 92 of Chap 164 of the General Laws 
(Ter. Ed.) declaring that the respond- 
ent has refused and neglected to supply 
him with electricity. 

After due notice to the respondent 
company, a hearing was held in Pitts- 
field on November 25, 1947, at which 
the town of Lenox was represented by 
its counsel and by its selectmen and at 
which the complainant and other in- 
terested persons attended. 

It appears from the evidence given 
at this hearing that the petitioner has 
completed building a residence for his 
own use on the north side of West 
street in the town of Lenox, one-fourth 
mile from thecenter of the town. 
There are two other houses in proc- 
ess of construction within a relatively 
short distance from the petitioner and 
on the same side of West street. The 
land upon which these houses are built 
are lots laid out as a portion of a de- 
velopment designed eventually to ac- 
commodate 28 homes. There are no 
other houses at present being con- 
structed on the tract. About half of 
the lots in the development do not 
face on West street. 


[1] From the time respondent’s 
predecessor commenced to furnish 
electric service in Lenox, it has been 
rendered through underground cables 
and there are apparently no overhead 
wires on the highways in the settled 
portion of the town. One of these 
conduits runs down West street on the 
opposite side of the street from the 
petitioner. In order to supply him 
with electricity, the respondent must 
either construct a manhole to accom- 
modate a transformer and lay a conduit 
a distance of about a hundred feet 
across the road, or else erect a pole and 
serve him by overhead dropwire. The 
town has refused to grant a pole loca- 
tion, which effectively ends the pos- 
sibility of this solution, since we are 
not aware of any power in this depart- 
ment or elsewhere which can overrule 
the decision of the town authorities 
as to the granting or refusal of pole lo- 
cations. The remedy is political and 
not administrative, much as we may 
sympathize with the complainant who 
seems to be caught in the middle be- 
tween two forces. It further appears 
that the underground installation 
would cost in the neighborhood of 
$2,000, and that it would be more ex- 
pensive than would be warranted for 
the service of a single domestic user. 
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By the terms of § 92, supra, no such 
order as is sought here may be made 
where it appears a compliance there- 
with would result in permanent finan- 
cial loss to the respondent. We find 
that to order respondent to install such 
underground service in this case would 
result in permanent financial loss, and 
we are therefore without power to 
grant the petition in so far as it refers 
to underground service. 

It further appeared that, in order to 
install underground service suitable 
for use by the petitioner and also all 
other possible users of service in this 
development would entail expenditures 
amounting to $26,780, or about $952 
per customer. These figures have been 
checked by our engineers and such cor- 
rections as could be made are not of 
material importance. This installa- 
tion would also accommodate conduits 
for street lighting, but its cost, giving 
credit for one-fourth thereof for such 
purpose, would still reach $714 at 
present prices. The average system 
investment by the company for under- 
ground service, installed in large meas- 
ure under costs of half a century ago, 
is about $210 per customer. When 
these cables were originally laid, most- 
ly between 1890 and 1900, the laying of 
conduits was not only far lower in cost 
by reason of lower labor and material 
costs, but also, because of subsequently 
improved distribution techniques, was 
a much simpler proposition. For ex- 
ample, transformers were then lo- 
cated in the dwellings which meant 
that electricity of dangerously high 
voltage was wired into the house. Un- 
der modern methods, transformers are 
located in manholes and secondary 
voltage alone is wired into the dwell- 
ing. While this is a far safer and more 
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desirable type of construction, it is also 
far more expensive. 

[2] Furthermore, if the company 
were to install such facilities at this 
time, it would require this large aggre- 
gate investment of certainly over $20,- 
000 to provide facilities for only one 
actual user and two other customers 
who might use the service within a 
reasonable time, but who have not yet 
applied therefor to respondent. There 
is no positive assurance that the com- 
pany’s investment per customer, if it 
were to make this installation in the 
manner proposed, would not run very 
largely above the figure of $714, and 
that it might not reach several thou- 
sand dollars per customer. We do not 
believe that the rank and file of cus- 
tomers of respondent should be asked 
to finance an inordinately expensive 
extension of facilities into a real estate 
development, with no assurance to re- 
spondent of ultimately receiving a fair 
return on the money. We cannot es- 
cape the conclusion that such con- 
struction would be economically un- 
sound, would result in permanent fi- 
nancial loss to the respondent and that 
any order requiring respondent to 
make such installation would be im- 
proper under the terms of § 92. 

Respondent quotes rates for under- 
ground service which are somewhat 
higher than those for overhead service, 
based upon the greater investment and 
the far greater maintenance costs of 
such plant. But these rate differen- 
tials do not contemplate any such gi- 
gantic differential in either cost as has 
been introduced into the picture by the 
present prices of labor and materials. 
Certainly we could not condone a rate 
schedule which would burden the con- 
sumers in another town in respond- 
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ent’s territory with the excess cost of 
the aesthetics of the town of Lenox, 
much as we may delight in its beauty 
and desire to conserve it. And to raise 
all rates for underground service 
would obviously lead in a very short 
time, as the system is extended and as 
replacements are made in the present 
old and rapidly deteriorating under- 
ground plant, to prohibitively high 
rates for underground service. This 
observation is particularly pertinent 
since it appears that there is a current 
demand for reduction even of the pres- 
ent rates. 

[3] It appeared from the testimony 
that overhead construction by means 
of five poles can be installed on West 
street at what appears to be a reason- 
able investment per customer by the 
respondent. ‘This installation of five 
poles would give immediate relief to 
the complainant and would also en- 
able the two houses now under con- 
struction to be connected at the proper 
time. Under this. construction, no 


wires would cross the village streets. 
It would mean an investment in the 
relatively minor magnitude of about 
$160 per customer, even at present 
other reasonable extension of service 
prices. Respondent indicates its will- 
ingness to make not only this, but any 
by overhead wire without any guaran- 
ties of any kind. This solution of the 
problem, with all due regard for the 
beauty of the town of Lenox, we are 
willing to suggest. 

In view of the foregoing considera- 
tions, and after due notice, public hear- 
ing and full consideration, it is hereby 

Ordered: That Southern Berkshire 
Power and Electric Company furnish 
service to Henry J. Cooney by means 
of overhead wire construction on West 
street in the town of Lenox, provided 
that the necessary pole locations are 
granted by the town. If such loca- 
tions are not granted, these proceed- 
ings will be dismissed upon application 
by the respondent company. 





COLORADO PUBLIC UTILITIES COMMISSION 


Re Citizens Utilities Company 


Case No. 4932, Decision No. 29685 
January 3, 1948 


PPLICATION for Commission approval of proposed distribu- 
tion of funds impounded during rate case ; approval granted. 


Reparation, § 43 — Disposition of impounded funds — Conclusion of rate case. 
A proposal of a gas company to distribute to its customers one-half of a 
fund impounded during the pendency of a rate case while applying the re- 
maining one-half of the fund to the replacement of gas mains and service 
connections, with the moneys so expended to be treated as customers’ con- 
tributions, and not capitalized, was approved, in view of the unsettled state 
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of the law and the Commission’s jurisdiction to award reparation in any 
proceeding other than one commenced upon complaint of a customer. 


APPEARANCES: E, B. Evans, Den- 
ver, for The Public Utilities Commis- 
sion of the State of Colorado; Harold 
Mudge, Denver, for the Veterans 
Bureau; Lawrence Thulemeyer, La 
Junta, and J. L. Rice, Denver, for re- 
spondent, The Citizens Utilities Com- 
pany. 

By the Commission: The matter 
hereafter to be considered has been 
fully discussed in the statement pre- 
liminary to our order entered in De- 
cision No. 27319 (1947) 67 PUR NS 
53, and will not herein be covered in 
detail. 


By our Decision No. 27319, supra, 
the Commission, in substance, directed 
the respondent, The Citizens Utilities 
Company, a corporation, to distribute, 
pro rata, to its customers any amounts 
received by respondent out of the 
fund impounded by the circuit court 
of appeals for the tenth circuit in the 
proceeding entitled Colorado Inter- 
state Gas Co. v. Federal Power Com- 
mission (1944) 54 PUR NS 1, 142 
F2d 943; (1945) 324 US 581, 89 
L ed 1206, 58 PUR NS 65, 65 S Ct 
829, pending in the said court, No. 
2550, said “Impoundment Fund,” 
which accrued during the period from 
May 20, 1942, to September 25, 1945, 
amounting to $176,278.82, from de- 
posits made by respondent’s wholesale 
gas supplier, on account of excessive 
rates charged by it for gas purchased 
by respondent during said “ Impound- 
ment Period.” 

When said fund became available, 
respondent informed the Commission 
that notwithstanding under decisions 
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of United States Supreme Court in 
Central States Electric Co. v. Musca- 
tine (1945) 324 US 138, 89 L ed 801, 
65 S Ct 565, and other cases, it be- 
lieved said fund was its property, sub- 
ject only to proper orders of this Com- 
mission relative to disposition thereof, 
it was willing (after deduction of 
fees of the clerk of the court and the 
depository) to distribute one-half of 
the net amount among those of its 
customers who purchased gas during 
“Impoundment Period,” and to ap- 
ply the remaining one-half (less addi- 
tional income tax allocable to the 
portion so retained by it) to the re- 
placement of gas mains and service 
connections in the communities it 
serves in Colorado, said mains and 
connections having suffered accelerat- 
ed depreciation, said moneys so ex- 
pended, in effect, to be treated as 
contribution by customers in aid of 
construction, and not to be capitalized. 
It presented to the Commission 
numerous petitions signed by users of 
gas from its lines, and letters from the 
mayors of the respective towns in the 
communities served by it, requesting 
that an order for distribution of the 
fund be made by the Commission, in 
conformity with the position of re- 
spondent. 


The Commission’s staff being de- 
sirous, if possible and proper, that the 
entire fund be distributed among cus- 
tomers of respondent, the Commission 
upon its own motion, instituted this 
case, No. 4932, against respondent, to 
determine what disposition should be 
made of said fund, and to make reduc- 
tions in respondent’s retail gas rates 
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by company, based upon thirty-three 
grounds. Rehearing was had on 
April 14, 1947. Decision has been 
long delayed, due to the fact that the 
questions raised upon rehearing by re- 
spondent required a reéxamination of 
company’s books which, due to press 
of business, was not concluded by our 
accountant until the month of October, 
1947. Briefs were submitted. 
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add In its answer herein, and now, re- 
| as spondent contends that this Commis- 
1 of sion, under § 56 aforesaid, does not 
zed. have jurisdiction or authority to or- 
100 Hf der reparation, except upon complaint 
s of Hi made by consumers of the public util- 
the ff ity involved, and points out that this 
the proceeding was commenced by the 
18 ~Commission, on its own motion, by the 
the filing of complaint herein, and that 
i @ prior to that time, no consumer, or 
re- Hf consumers, of respondent had filed any 
complaint with the Commission, but 
de- on the contrary, numerous mayors, 
‘he service clubs, civic organizations, and 
1S- individual customers had requested the 
on Commission to approve the division of 
Lis the “Impoundment Fund” in accord- 
to ance with respondent’s proposal. 
. The Commission has carefully re- 





viewed and considered the matter, and 
it would seem that unless the law is 
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clear, the Commission should not jeop- 
ardize the opportunity which the cus- 
tomers have of getting one-half the 
fund with the consent of respondent, 
the other one-half, less certain amounts 
as aforestated, to go to rehabilitation 
of that portion of its property which 
has been subjected to accelerated de- 
preciation, by refusing to modify its 
order heretofore entered herein, with 
the result, if said order should be set 
aside by the courts on review, that the 
entire fund would go to the company, 
subject to such disposition thereof as 
it desires. 

If not doubtful, it at least is not 
clear that the Commission has juris- 
diction to award reparation, except in 
a proceeding commenced upon com- 
plaint of a consumer. Also, Commis- 
sion’s jurisdiction to award reparation 
is limited to the 2-year period prior 
to November 5, 1945, the date on 
which this proceeding was commenced, 
and the refund now in the depository 
of the circuit court of appeals was ac- 
cumulated from May 20, 1942, to 
September 25, 1945, a period of three 
years and four months. A consider- 
able portion of the fund accrued during 
the period between May 20, 1942, and 
time when respondent voluntarily re- 
duced its rates to such an extent that 
a saving of some $81,000, according 
to respondent, subsequently accrued to 
its customers. Therefore, if we havé 
authority to so do, it is probable that 
the amount over which this Commis- 
sion would have jurisdiction to award 
reparation could not amount to more 
than one-half of said fund, which the 
respondent offers to be allowed to be 
paid to its customers. Although, as 
heretofore indicated, there is merit in 
respondent’s contention that we do not 
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have authority to award reparation ex- 
cept in a proceedings commenced upon 
consumer complaint, we believe that 
respondent, in its pleadings and mem- 
orandum herein, has consented to this 
Commission assuming jurisdiction to 
order that not to exceed one-half of 
the “Impoundment Fund” be paid by 
the proper officers of the tenth circuit 
court of appeals to consumers of re- 
spondent who purchased gas from re- 
spondent during the “Impoundment 
Period” in lieu of awarding repara- 
tion herein for that amount. 

While the Commission still believes 
that it would be better to distribute 
the entire amount pro rata among the 
ultimate consumers of respondent who 
purchased gas from respondent during 
the “Impoundment Period,” and that 
they are actively entitled thereto, nev- 
ertheless, in view of the unsettled state 
of the law and our authority and juris- 
diction in the premises as aforestated, 
we believe our findings and order con- 
tained in Decision No. 27319, 67 
PUR NS 53, should be modified and 
amended, so that said customers will 
receive one-half of the “Impoundment 
Fund” now in the hands of the deposi- 
tory designated by the circuit court of 
appeals in the proceedings mentioned 
in the original decision herein, less 
any charges or expenses allowed by 
said circuit court of appeals, and in- 
directly get the benefit of the remain- 
ing one-half (less income tax, etc.) in 
the manner proposed by respondent, 
by finding and ordering that respond- 
ent is entitled to the remainder of said 
“Impoundment Fund,” after distribu- 
tion of one-half thereof to customers, 
less charges or expenses allowed by the 
circuit court of appeals, and that the 
net amount thereof, after deducting 
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additional income taxes which may be 
assessed against respondent, shall be 
treated in effect as though it were a 
contribution from consumers and used 
solely for the purpose of replacing gas 
mains and service connections in the 
Colorado communities served by re- 
spondent. Thereby, customers will 
not receive all the refund now in the 
hands of the circuit court of appeals in 
cash, but they will receive a part there- 
of in cash, and the benefit of the major 
portion of the other one-half which 
will be paid to the respondent in the 
form of an improved distribution sys- 
tem, without being reflected in the 
rate base. 

The net amount when received by 
respondent should be credited to Ac- 
count No. 265, in accordance with 
System of Accounts of Gas Utilities 
promulgated by this Commission, and 
respondent should file reports with 
this Commission as to disbursal there- 
of, showing the location of gas mains 
and connections replaced, date of re- 
placement, the cost of new pipe in- 
stalled, and expenses incurred in such 
replacement. 


Findings and Order 


From the record and evidence taken 
and received herein at the original 
hearings and rehearing hereof, the 
Commission finds and orders that the 
findings and order contained in our 
Decision No. 27319, supra, herein, 
should be, and the same hereby are, 
modified, amended, and set aside, by 
inserting in lieu thereof, the findings 
and order following, to wit: 


“Findings 
“From the record and evidence 
herein, the Commission finds: 
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“(a) That it has jurisdiction of 
this proceeding and has jurisdiction to 
enter the orders hereinafter set forth. 

“(b) That the respondent, during 
the period involved herein, charged its 
customers in the Colorado District ex+ 
cessive amounts for natural gas sold 
to them, and on account of such ex- 
cessive charges, its customers are en- 
titled to reparation to the extent of 
one-half of the amount of the fund now 
impounded by the circuit court of ap- 
peals for the tenth circuit in the case 
of Colorado Interstate Gas Co. v. Fed- 
eral Power Commission, No. 2550, 
pending in said court, which was col- 
lected by its gas wholesaler from re- 
spondent during the impoundment 
period (May 20, 1942, to September 
25, 1945) ; that in accordance with the 
offer of respondent, which offer is 
hereby approved, said customers are 
the owners of and entitled to one-half 
of said fund, less any charges or ex- 
penses allowed by said circuit court of 
appeals; that respondent should con- 
sent to the distribution of one-half of 
said sum, less said charges or expenses, 
to respondent’s customers in accord- 
ance with appropriate order to be made 
by the said circuit court of appeals. 


“(c) That, in accordance with the 
offer of the respondent, which offer is 
hereby approved, the respondent is the 
owner of and entitled to the other one- 
half of said sum so impounded by the 
circuit court of appeals for the tenth 
circuit as aforesaid, less any charges 
or expenses allowed by said court, and 
that respondent, upon receipt thereof, 
should credit the net amount thereof, 
after deducting additional income 
taxes which may be assessed against 
respondent, to Account No. 265, in 
accordance with the System of Ac- 


counts for Gas Utilities, and should 
use the same only for the purpose of 
replacing gas mains and service con- 
nections in the communities served by 
respondent and should report all ex- 
penditures therefrom to this Commis- 
sion. 

“(d) That the respondent, after 
conferences with the utility engineer, 
auditor and statistician, or such other 
employees of the Commission as may 
be designated by the Commission, 
should, within sixty days from the 
date hereof, set up and keep such rec- 
ords and accounts with respect to the 
installation, life, and replacements of 
its Colorado District property, and the 
component parts thereof, and contain- 
ing such other information and mat- 
ters relating thereto, as may be neces- 
sary to the ultimate establishment of 
proper rates of depreciation therefor. 

“(e) That subsequent to the date 
of Decision No. 27319, supra, the 
Commission has taken further pro- 
ceedings in Case No. 4693 (1938) 
26 PUR NS 56, relating to original 
costs of electric utilities, and hence no 
further order is necessary herein. 

“(f) That jurisdiction of this pro- 
ceeding should be retained in order 
that such further proceedings and or- 
ders as may be deemed necessary by 
the Commission may be taken or en- 
tered herein. 

“Tt is therefore ordered: 

“1. That the offer of the respondent 
to consent that one-half of the fund 
now impounded by the circuit court of 
appeals for the tenth circuit in the case 
of Colorado Interstate Gas Co. v. Fed- 
eral Power Commission, No. 2550, 
pending in said court, less charges and 
expenses allowed by said court, shall 
be refunded and distributed to respond- 

73 PUR NS 





COLORADO PUBLIC UTILITIES COMMISSION 


ent’s customers pro rata in accordance 
with orders to be entered by said court 
and to treat the net amount of other 
one-half of said fund, after deducting 
said charges and expenses and any ad- 
ditional income taxes which may be 
assessed against respondent, as in the 
nature of contributions from custom- 
ers and to use the same for the pur- 
pose of replacing gas mains and serv- 
ice connections in the communities 
served by respondent, as more fully 
set forth in statement preceding, is 
hereby approved. 

“2. The respondent, upon receipt 
of said net amount of its one-half 
of said fund, mentioned in Par 1 of 
this Order, shall credit the same to 
Account No. 265, in accordance 
with the System of Accounts for 
Gas Utilities promulgated by this 
Commission, and shall use the same 


only for the purposes mentioned in 


said Par 1. The respondent shall 
keep accurate account of expendi- 
tures therefrom, and shall file reports 
with this Commission as to disbursal 
thereof, showing the location of gas 
mains and connections replaced, date 
of replacement, and expenses incurred 
in such replacement. The respondent 


shall not make any charge to operating 
expenses on account of depreciation 
on the value of any pipe installed in 
accordance with the provisions here- 
of. 

“3. The respondent shall, within 
ninety days from the date hereof, set 
up and keep such records and accounts 
with respect to the installation, life, and 
replacements of all of its Colorado 
District property, and the component 
parts thereof, and containing such oth- 
er information and matters relating 
thereto, as may be agreed upon by the 
respondent and the utility engineer, 
auditor, and statistician, or other em- 
ployees of the Commission. 

“4. That jurisdiction of this pro- 
ceeding is hereby retained, to the end 
that should respondent fail to comply 
with the provisions of its offer, ap- 
proved in Par 1 of this order, or other- 
wise fail to comply with this order, 
such further proceedings may be had 
herein as shall be in harmony with the 
findings hereof.” 

That, except as herein amended, 
said Decision No. 27319, supra, shall 
remain in full force and effect. 

This order shall become effective as 
of the day and date hereof. 
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A digest of information on 
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C. & S. Expansion Outlay 
Sets All-time Record 


“bye MONWEALTH & SOUTHERN CORPORATION 
and its system companies spent more 
money on expansion last year than ever before 
and plans to spend half again as much this 
year, the company reported. 

Total cost of additional property and im- 
provements to existing plant and equipment 
amounted to $93,901,748 in the year to Decem- 
ber 31, 1947. 

About $55,000,000 of the sum to be spent 
this year will be for additional generating 
facilities. Under present plans, the report stated, 
347,500 kilowatts are expected to go into serv- 
ice this year, 507,500 next year, and 220,000 in 
1950, for a total increase of 1,075,000 kilowatts 
at an estimated cost of more than $122,500,000. 


Rules for Merit Award 
Competition Announced 


IrST details of important changes in official 
| gars governing the $1,500 Merit Award 
Competition, sponsored by the Third Interna- 
tional Lighting Exposition, have been an- 
nounced by R. D. Bradley, chairman of the 
Merit Award Committee. 

Inviting all to enter, and help bring “New 
Light on Planned Lighting” to the attention of 
the nation, Mr. Bradley urged prompt applica- 
tion for official entry blanks which are now 
available to utility representatives and engi- 
neers, architects, electrical contractors, elec- 
trical wholesalers, and owners and users of 
industrial and commercial lighting. 

Requests for application blanks and copies 
of official rule booklets should be addressed to 


Progress 


new construction by pri- 


vately managed utilities; similar information relati 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by 
also notices ef changes in personnel. 


manufacturers ; 


Merit Award Committee, 326 West Madison 
street, Chicago 6, Illinois. 

New official rules broaden the scope of the 
competition by adding a fifth classification 
which makes it possible for owners and users 
of lighting to obtain Merit Award recognition 
or gold seal cash awards. Other changes in 
the rules simplify methods of presentation of 
entries for what has become one of the lighting 
industry’s most distinguished awards. 


Elliott Bulletin 


| yon Company, Ridgway division, has 
published a four-page bulletin, PB 7000-2, 
describing its new Fabri-steel, squirrel-cage 
induction motors. Nineteen illustrations and 
one line drawing show distinctive construction 
details. These motors are built in sizes 150- 
1000 hp, and are of welded steel construction. 
Bulletin is designed for easy filing and will be 
furnished upon written request to technical 
data department, Elliott Company, Jeannette, 
Pennsylvania. 


2nd Edition RLM Specification 
Book Announced 
f 


HE recently published RLM specification 

guide for buyers, specifiers, and sellers of 
industrial lighting equipment, has just been re- 
printed according to announcement by R. W. 
Staud, president of the RLM Standards Insti- 
tute, 326 West Madison street, Chicago 6, 
Illinois. 

Entitled the ““RLM Standard Specifications 
for Industrial Lighting Units” this 36-page 
booklet contains detailed specifications for 
fourteen of the most commonly employed in- 
candescent and fluorescent lighting units. 
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INDUSTRIAL PROGRESS—( Continued) 





Specifications cover materials, shielding and 
brightness, efficiency, acceptance criterion, 
auxiliary control equipment, ballast tempera- 
tures, construction, reflection factor, photo- 
metric performance, national electric code re- 
quirements and many others. It is available 
without charge to utility lighting men, electrical 
contractors, wholesalers, architects, and all 
others interested in the proper planning of 
lighting for industry, business, schools, insti- 
tutions, etc. 


Hydraulic “O” Ring Data Book 


C= Pack1nG CoMPANY has issued an en- 
gineering manual, “John Crane Hydraulic 
‘O’ Rings.” This new bulletin contains tabula- 
tions of compound specifications, dimensional 
standards, data on applications, installations, 
etc., plus drawings showing typical problems 
of “O” ring usage. 

Crane Packing Company’s main plant is at 
1800 Cuyler avenue, Chicago 13, Illinois. 


G-E Appointment 


M. J ALONACK has been appointed manager 
*of sales planning in General Electric’s 
transformer and allied product divisions, ac- 
cording to a recent announcement by 
McRell, manager of sales for the divisions. 
Mr. Jalonack will supervise the developing of 
sales programs, selecting and training of new 
sales personnel, and promoting and coordinating 
industry standardization. 


American Gas & Electric Co. 
Increases Expansion Program 


URING 1947, American Gas & Electric 

Company spent about $40,000,000 of what 
then was estimated to be a $200,000,000 ex 
sion program through 1951. Increased de- 
mands for electricity have resulted in an in. 
crease of the program to more than $264,000. 
000 for the five years, according to Philip 
Sporn, president. Kilowatt increases through- 
out the American system at the end of 195) 
will be about 800,000, bringing the total to 
more than 2,500,000 kilowatts. , 

In the first quarter of 1948 the system com- 
panies spent $13,000,000, or 20 per cent of the 
total scheduled for 1948. About $62,000,00 
will be spent in 1949, $57,000,000 in 1950, and 
close to $40,000,000 in 1951, Mr. Sporn said 


Southern California Edison 
Spending $170,000,000 


re = CALIFORNIA EprsoN CoMPANy js 
spending about $170,000,000 in a three-year 
program to be completed in 1949 for new con- 
struction to take care of increased demand, ac- 
cording to a recent announcement. 

If the volume of business continues to grow 
at the rate recently experienced, the size and 
cost of the construction program may be in- 
creased substantially. 








FIRST BOSTON 
CORPORATION 


We have been identified, for many years, with the underwriting 
of public utility bond and stock issues. We welcome discussions 
with Public Utility Executives relating to financing the re- 
quirements of their companies for new capital. 
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F.. EFFICIENCY often bogs A ste & 


down at doorways without letting 

you know it. Costs pile up while 

vehicles wait for doors to be opened. Time and labor is lost ‘lial busy em- 
ployees open or close doors. Heating and air-conditioning costs soar when doors 
aren’t closed promptly. 

You can put a quick stop to these profit leaks by installing KINNEAR Motor 
Operated Rolling Doors. With a touch of a button, you raise or lower these 
doors at a second’s notice—from any number of convenient points. They open 
straight upward and coil compactly above the lintel; all floor and wall space is 
fully usable at all times. The opened doors stay overhead, safe from damage by 
wind or vehicles. Their rugged, all- 
steel construction assures longer 
wear, lower maintenance, extra pro- 
tection against fire, theft, and storm 
damage. 

Keep door efficiency in step with 
the rest of your plant; call your 
KINNEAR representative, or write 
us today, for full information on 
Kinnear Rolling Doors. 

Manually operated KINNEAR Rolling 
Doors also available. 





This page’is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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YES, the PENN-UNION Connector 


Exnes THEMMALT® 
CZ a! . ® a 


for the WRENCHES—a good - sized 


The COMPLETE Line of Conductor Fittings. 


JUNE 3,-1948 


LARGER SURFACES 


HEX Top and Bottom 


The men who use connectors appre- 
ciate the better design of the Penn- 
Union—especially when they have 
to make a splice in close quarters, 
or any unhandy location. 


BETTER DESIGN is a feature of the 
entire Penn-Union line, which in- 
cludes Tees and Taps, Straight 
Connectors, Terminals, Grounding 
Clamps, and many more fittings .. . 
every one thoroughly dependable, 
mechanically and electrically. Pre- 
ferred by leading users, who have 
found that “Penn-Union” on a fitting 
is their best guarantee of unfailing 
service. 


Sold by Leading Wholesalers 


PENN-UNION ELECTRIC CORP. 
ERIE, PA. 


PENN-UNION 


CoOorxvruelroRr Fivvriric,* 


West Texas Utilities Co. 
Expanding Facilities 

est TEXAS UTILITIES COMPANY is & 

panding its facilities to provide for ip. 
creased demand. In 1947 the company expended 
$3,757,999 for additions and extensions to its 
properties and estimated that in 1948 and 194 
it will expend an additional $8,000,000. The pro. 
gram for this year and next includes $3,26)- 
000 for the installation of 22,500 kilowatts oj 
additional generating capacity in the Abilene 
generating station; $1,025,000 for additional 
transmission lines and substations, and $3,715. 
000 for distribution and other facilities. 


General Detroit Announces 
Personnel Changes 


A NUMBER of new appointments to The Gen- 
eral Detroit Corporation sales depari- 
ment have been announced by A. Warren, 
vice president in charge of sales. Preston W. 
Wolf is now executive assistant to the vice 
president. For the past two years he was sale 
promotion manager, and he will retain sales 
promotion and advertising responsibilities in 
his new position. H. J. O’Neill has been ap- 
pointed field sales manager. The General De. 
troit Corporation produces a complete line of 
fire extinguishers and allied fire fighting equip- 
ment. 








With or Without 
Nut Reteiners 


This Sherman Con- 
nector assures tight, 
permanent, 
dependable wire 
connections, without 
excessive wrench 
torque, because 
threads on both 
body and nut are 
machine cut, and 
checked with preci- 
sion gauges to mate 
perfectly. 

H. B. SHERMAN MPG. CO. 

Battle Creek, Mich. 
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Going Up! 


New $50,000,000 Power Plant 





On December 4, 1947, ground was 
broken at Alexandria, Virginia, on 
a 23-acre site for a great new 
power plant to serve the Metro- 
politan Washington area. The 
new plant will be one of the most 
modern in America. Brick and 
glass block construction will be 
used. The plant will 


turbine-generator units. This 
plant will be owned and oper- 
ated by Braddock Light & Power 
Company, Incorporated, wholly 
owned subsidiary of Potomac 

Electric Power Company. 
We are proud to report to the 
industry this expansion of facilities 
to meet the needs 





eventually include 
five 80,000 kilowatt 


Mm 





of an expanding 
world capital. 











POTOMAC ELECTRIC POWER COMPANY @ 10th AND E STREETS, WASHINGTON, D.C. 
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WHY “BABY” BATTERIES? 


RAYTHEON RECTICHARGERS 


Keep Batteries Fully Charged, Reduce 
Maintenance to Infrequent Inspection 





Batteries behave better, live longer 

when Raytheon RECTICHARGERS 

take over. Fully automatic charging 

(no moving or expendable parts — no 
adjustments) keeps aa 
battery potential con- oe 
stant, increases battery <A 
life, insures unfailing power. 
Ideal for sub-station, stand-by 
and remote battery 
installations. 
Write for Complete Information 


oe 








“COMPO-FIBRE” BOUND BRUSHES—NON-CONDUCT 


For Dusting Around Electrical Apparatus 


The bristles are sterilized and thoroughly clean. They are vulcanized 
firmly in hard rubber and are in to stay. The binding will not erack, 
chip, rust or soften and there are no metal parts to corrode or rust— 
no nails to loosen and come out. 


Ci aaa 


BLACK HAWK WHITE OWL 


Pure Black Chinese Bristles. Thoroughly Pure White French Bristles. Thoroughly 
Cleaned and Sterilized. Vulcanized in Rubber. Cleaned and Sterilized. Vulcanized in Rubber. 
“COMPO-FIBRE” Binding. Clear Lacquered “COMPO-FIBRE” Binding. Clear Lacquered 
Handles. Handles, 


Bristle 
Size No. Diameter Length Out 
9/16” 1%” 
11/16” 2%” 
15/16” 2%" 
1-7/32” 2%” 


LINZER & SONS, Inc. 


Brush Makers Since 
10-20 Astor Place New York 3, N. Y. 
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»CLEVELANDS 


vou cet Dependable Perfarmauce 


WITH OPERATING AND MAINTENANCE ECONOMY 
ON YOUR SRERCHING JOBS 





¢ OIL ¢ GAS * GASOLINE « WATER 
e SEWER *¢ CONDUIT « DRAINAGE 
¢ BUILDING FOUNDATIONS 


In CLEVELANDS you have machines upon which you can depend 
absolutely io deliver high trench yardage day after day with a min- 
imum of down time and at low fuel and maintenance costs. Their 
reliability, speed, versatility and stamina have been proved on the 
toughest kinds of digging on thousands of jobs in all sorts of soils. 


And the reasons why are to be found in their correct, compact, 


full-crawler wheel-type design and their superior, all-welded, unit- 
type construction from finer, tougher materials. 


THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE . CLEVELAND !7, OHIO 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 


sid Bt 
CA bide 


uy ST THREATENS--: 


| ; WHERE ea RUST: a) Rally) 










~ é it bey TH 
TH |. IT SAVES METAL... 


LASTS 
LONGER 


RUST-OLEUM IS A POSITIVE RUST PREVENTIVE. 
Its enduring coating seals metal against the ravages 
or rain, snow, dampness, fumes and other destruc- 
tive, rust-forming conditions. Public utilities save on 
maintenance costs by using Rust-Oleum. Tough, 
elastic weatherproof—it adds years of protection to 
all metal surfaces. RUST-OLEUM CAN BE APPLIED 
DIRECTLY OVER RUSTING METAL—by brush, dip 
or spray. It outlasts ordinary protective materials 
two to ten times depending on conditions. 

Complete engineering service is available. Rust-Oleum 
stocks are carried by distributors in principal cities. 


Saves 3 Ways GET ALL THE FACTS—MAIL THIS COUPON NOW! 
ON MAINTENANCE 
© tees rreparation no mnaticn: | RUST-QLEUM corporarion 


Senthee a at scale, dit etc 2457 Oakton Street, Evanston, Illinois 
mm me RIGHT OVE Please send me a free copy of the new Rust-Oleum Catalog of color 
ee on Fes hig Steam selections and recommended uses. 
ean be appli % less time Name 

It covers on more area 


per gallon, Title 
acts Lean Rust-Oleum out- 
° fect A+ ph tials twe te Company 


pt dy artes . Town SE 
mn a RR RR 
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m Unites 


Start with the Davenport-Rock Island-Moline area ... go west 
to Iowa City and Des Moines, then north to Fort Dodge. Bend 
south from Des Moines to Clarinda... then drop down through 
Maryville and St. Joseph, Missouri, to Kansas City ... to Fort 
Scott in Kansas. 


There you have the principal extent of our new high-voltage transmission line 
... linking five operating companies in the United Light System in four states... 
pooling vital sources of electricity. 467 miles of transmitting equipment . . . billions 
in annual kilowatt hour output .. . service to 420,000 customers. 


These figures tell a story of progress and achievement. Behind them is another 
story ... one of grander proportions, one not so simple in the telling. It’s a story 
that will be told in the day-to-day pooling of electric power facilities, the better to 
serve our customers in the growing industrial and agricultural Midwest . . . in the 
economical distribution of power to meet the needs of a great area and a great people. 


SO ERO RL a 
The United Light and Railways Company 
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REPORT ON A VAST UNDERTAKING 
IN PUBLIC SERVICE 


At the beginning of the war, the companies in the system of the American Gas and 
Electric Company had ample capacity for customer requirements and adequate 
reserves for emergencies. In the war years between 1939 and 1945, these companies 
constructed over 900,000 kilowatts of capacity—every kilowatt that Government re- 
strictions would permit. During all of that period, the system power supply to sustain 
the stupendous war effort was always adequate and on time. 


The extraordinary upsurge in demand for power that developed shortly after 
the end of the war required a revaluation of probabilities and in 1947, the company 
announced a vast program of extension to its facilities which will ultimately cost 
$265,000,000. 

Broad expansion of the interconnected transmission system is contemplated in 
the program and additions to steam generating facilities are proceeding as rapidly 
as the units can be manufactured. 


A new 110,000 kw turbine will be in operation in the Tidd Plant at Brilliant, Ohio, 
by midsummer. The capacity of the Twin Branch Plant at Mishawaka, Indiana, will 
be increased by 137,000 kw in May, 1949. In July, 1949, a 137,000 kw unit in the 
Philip Sporn Plant at Graham Station, West Virginia, is scheduled to go on the line 
—and two additional units, each of 137,000 kw capacity are proposed. The first of 
these will be completed in June, 1950, and the second is planned for completion in 
July, 1951. Land has been purchased on the Ohio River in southern Indiana for 
another new plant to be in operation in December, 1950, which initially will have a 
capacity of 137,000 kw. With these additions completed, the system capacity will be 
in excess of two and a half million kilowatts. 


AMERICAN GAS AND ELECTRIC COMPANY 


Principal Affiliates 


APPALACHIAN ELECTRIC POWER 
COMPANY 


KENTUCKY AND WEST VIRGINIA 
POWER COMPANY, INC. 


KINGSPORT UTILITIES, 
INCORPORATED 


INDIANA & MICHIGAN ELECTRIC 
COMPANY 


INDIANA SERVICE 
CORPORATION 


THE OHIO POWER 
COMPANY 


WHEELING ELECTRIC 
COMPANY 
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NEWPORT NEWS 
MECHANICAL 
RACK RAKE 


Tue Newport News Mechani- 
cal Rack Rake is a power-operated 
rake for cleaning trash racks at wa- 
ter intakes for hydroelectric plants, 
steam plants, pumping stations, ca- 
nals and similar installations. It 
cleans the rack bars of trash and re- 
duces a former major hand operation 
to one of minor periodic activity. 
With Newport News Mechanical 
Rack Rake installations, one man 

WATER users per shift can; under ordinary condi- 


troubled with trash are tions, keep the racks clean for a 
invited to write for 
new descriptive rack dozen bays. 


rake catalog. 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 


NEWPORT NEWS, VIRGINIA 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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STERN DIVISION 
in Miles 
oa. 


u. 





HARON COUNTY | 


MAIN TRANSMISSION 
LINES OPERATED BY THE 
CENTRAL OHIO LIGHT & 
POWER COMPANY SERVE 
A PROSPEROUS FARMING 
AND INDUSTRIAL SECTION 
IN OHIO. 











ARE YOU LOOKING 
FOR A SPOT TO LOCATE 
YOUR BUSINESS? 


IF YOU ARE — REMEM- 
BER, THERE'S NO SHORT- 
AGE OF ELECTRICITY IN 
THIS AREA! 


ee 


consult a pon ormation 
deta 























The Friendly People 


General Offices— 


120 NORTH MAIN STREET 
FINDLAY, OHIO 
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Exide 


POSITIVE PLA 








EXIDE CENTRAL STATION BATTERIES 


— 
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.. THE HEART OF THE... 


Exide 


CENTRAL STATION BATTERY 


The Exide Battery with the manchester positive plate is different 
from all others. This plate with its unique lead button construction, 
has always been the heart of the Exide Central Station Battery. 


The buttons—rolled strips of corrugated soft lead—are forced into 
holes of a special lead-antimony grid. Forming action expands the 
buttons and locks them securely in place. The result— tremendous 
reserve power, exceptionally long life, trouble-free performance. 








Exide Batteries have earned the confidence of engineers every- 
where. Their widespread use for control bus operation and other 
storage battery tasks is proof of their dependability, long life 
and ease of maintenance. 











Whatever your storage battery problems may be, Exide engineers 
will be glad to help you solve them. 


1888... Dependable Batteries for 60 Years... 1948 





THE ELECTRIC STORAGE BATTERY COMPANY 
Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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THis GENTLEMAN .. . let’s call him Mr. 
Higby . . . was riding a merry-go-round of 
floor maintenance costs. Each week his floors 
got a coat of wax. Soon it had to be scrubbed 
off, then put on all over again... to the tune 
of $631.40 a wots 


LOOKING INTO THE 


VICIOUS CIRCLE Mr. 
Higby discovered that 
waxings didn’t last. Re- 
placement coats piled 
up, became slippery, 
took hours to remove. 
Costs were sky-high . .. 
and so were accidents. 
So he called in a Legge 
floor engineer. 


BRAKES DOWN The 
Legge man showed Mr. 
Higby how to put the 
brake on costs: One ap- 
plication of Legge Non- 
Slip polish plus regular 
moppings. No weekly 
waxings, no scrubbings. 
Non-Slip floors at sav- 
ings of 82%! 


HOW MUCH OF YOUR OVERHEAD 
IS UNDERFOOT? 


Old-fashioned floor maintenance often pads overhead with many hard-to-trace 
“hidden” costs. You'll find a frank discussion of how to combat them in our free 
booklet, ‘Mr. Higby Learned About Floor Safety the Hard Way.” 


It tells how a Legge technician engineers a money-saving program to your needs 

. how Legge reduces slippery floor accidents up to 95% for leading organiza- 
tions . . . how this safety plan is recommended by many casualty insurance 
companies. 


IT’S YOURS WITHOUT OBLIGATION You'll 

find this book worthwhile reading. For your ¢ 
copy, clip the coupon to your letterhead and mail. an -- ,3 ee ta ut 
360 N. Michigan Ave., Chicago 1, It | 
Gentlemen: ] 
Please send me your free book, “M. 
Higby Learned About Floor Sofety th 
Hard Way.” 





WALTER G. LEGGE ee tae ee 


New York * Boston * St.lovis + Chicago + Ft. Worth « * Cleveland 
Los Angeles * Washington,D.C. * Denver + Rochester * hall * Detroit Area aq. ft. 


Type of Floor. 











— 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 








seruing 
MONTANA 


WHERE 


people live better 


The 
Montana Power 
Company 
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HERE'S no more effective tool for 

stabilizing prices than the Payroll 

Savings Plan for the regular purchase 
of U. S. Security Bonds. 

Every Bond dollar that is built up 
in the Treasury is used to retire a dol- 
lar of the national debt that is poten- 
tially inflationary. Every Bond held 
means fewer dollars to go to market 
to bid up prices on scarce goods. In 
addition, dollars invested in Bonds 
are building future purchasing power. 
All these factors contribute to the 
security of the national economy —in- 
cluding your business. 

Bonds build security for individu- 
als, because every $3 invested pay $4 
at maturity. 

Moreover, in 19,000 companies 
operating the Payroll Savings Plan, 
employees have proved to be more 
contented. Worker production has in- 
creased, absenteeism has decreased — 
even accidents have been fewer! 

But the Plan requires sponsorship 
by top management to keep em- 
ployees aware of its benefits. The 
Treasury Department has prepared a 
kit of materials for you to distribute 
among key personnel. Be sure to use 
it! For help, call on your Treasury 
Department's State Director, Savings 
Bonds Division. 


HOW 


you and 
your employees 
can reduce 


this inflationary gap 


% 





The Treasury Department acknowledges with appreciation the publication of this message by 


Pustic Utririties ForRTNIGHTLY 


This is an official U.S. Treasury advertisement prepared under the 
auspices of the Treasury Deportment and the Advertising Council. 











a 
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suioinc ror GREATER SERVICE 


to 186,520 Electric Users in 24 Ohio Counties 


Early in 1948, The Dayton Power and 
Light Company will complete the first 
50,000 k.w. unit of the new O. H. Hutch- 
ings Electric Generating Station, whose 
ultimate capacity will be 300,000 k.w. ° 

This $15,000,000 construction project is 
in keeping with the company’s long-estab- 
lished policy of preparing in advance of 
needs. It is also a pledge of confidence in 
the rich and progressive area which the 
company serves, where a stable economy 
is assured through a. splendid balance 
among industrial, commercial, and agri- 
cultural pursuits. 

Electric users today total 186,520, or 
87.43% more than 10 years ago. Electric 
sales in 1947 totaled $20,798,475.96, a 
gain of 137.63% in a decade. 


The Frank M. Tait Electric Generating Station, 
placed in operation in 1918, has a daily 
“send-out” of 3,580,000 kilowatt hours. 


In the area which we serve, population 
is growing twice the national rate; em- 
ployment is at. an all-time peak; retail 
sales and farm income are up. We are 
planning and building, carefully and 
soundly, for still greater service to this 
prosperous section of America. 


THE DAYTON POWER AND LIGHT COMPANY 
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we really make 








Little blocks, say 2’ x 4” x 8’, don’t pile up very 
fast. 


We hang walls up in sizable panels. 


And that is an easy way to understand why 
Robertson’s real product is time. 


We make walls that are hung in place. We make 
them complete with insulation when the panels 
= delivered. We engineer them piece by peace Q-Panels are fabricated from Galbestos, alumi. 
in advance at the factory. We put expert crews on num, stainless steel, galvanized and black steel 


: in | h to 25'. 
the job to place them. —— 

Q-Panels, 3" in depth with 14" of jacoutias 
We make time, now, when time is the essence. ble insulation, have a thermal insulation — 

superior to that of a 12" dry masonry wall 
firred plaster interior. A single Q-Panel with a 
: aw anes area of 50 sq. ft. can be erected in nine minutes 
We save days and weeks in finishing a building with a crew of only five men, and twenty-five 
for use, because years have been put into the nee have erected as much as an acre of wall 

> in three days. 


development of these unique skills. 4 
Q-Panel! construction is quick, dry, clean, a 
offers an interesting andiem of architectural 


Quick.,js the word we practice. expression. 


H. H. ROBERTSON CO., PITTSBURGH, PA. 


2424Farmers Bank Building — ‘y gp f*) Offices in 50 Principal Cities 


Pittsburgh 22, Pennsylvania World-Wide Building Service 


———_ 
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for MORE POWER 
in VIRGINIA 


A 5-year Construction program projected into 1951 is now well under way on 
the Virginia Electric and Power Company System serving most of Virginia 
and parts of West Virginia and North Carolina. It includes . . . 


® The new 60,000 Kw. Possum Point power station on the 
Potomac river near Alexandria, Va., to be completed this fall; 

= A new 60,000 Kw. unit in the Chesterfield power station on 
the James river below Richmond, for completion in 1949; 

= A new 60,000 Kw. unit in the Bremo power station, on the 
James river above Richmond, for completion in 1950; and 

= An additional 40,000 Kw. unit in the Reeves Avenue power 
station in Norfolk, for completion in 1951. 


Rural line extensions and customer service extensions in the urban areas, 
new or increased capacity transmission and distribution lines and substations 
and equipment, also represent a considerable part of the construction work 


now in progress. 
All to provide more power for more business... . 


more prosperity and more happiness . «+ £0 more 
people in Virginia and adjacent areas served 


by the Vepco electric transmission system. 


VIRGINIA ELECTRIC AND POWER COMPANY 
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NEW Ease 
of Handlin 





genni NEW 


Read why Dodge “Job-Rated” trucks are easier to handle 


You can swing around in narrower streets. 
You can “jack-knife”’ into alleys or up to 
loading platforms with much greater ease! 
You get this greatly improved maneuver- 
ability from an entirely new front-end chassis 
design. 

Turning diameters are shorter, the same both 
right and left, because of new “‘cross-steering,”’ 
with shorter wheelbases and wide tread 
front axles. 

Front axles have been moved back, and engines 
forward . . . placing more load on the front 
axle. Cab-to-axle dimensions remain the same, 


with shorter wheelbases. You get much bette 
weight distribution, and you can ca 
increased payloads, too. 

This new a distribution, with longe 
springs, produces a marvelous new “cushioned 
ride.”’ Look at the chart below. See how Dodg 
compares with competition . . . not only 
ease of handling and weight distribution, bul 
in many other important features. 

Step into the new “Pilot-House”’ cab of one 0 
these new Dodge ‘“Job-Rated’”’ trucks, ani 
drive! You won’t find equal maneuverability, 
comfort or vision in any other truck! 





Read this 10 foint Comparison, too! 


(Dodge Model F152; 14,500 D pounds Gross Vehicle Weight—and 
p petitive Models.) 








DODGE 
FEATURES AND ADVANTAGES "Job-Roted” | TRUCK ky = 





Wheelbase in. 158 in. 





Cab-to-Axte—to take 12-foot body i 84.06 in. 





Wide-Tread Front Axles (shorter 
turning— more stability) i 60.03 in. 





Modern “Cross-Type” Steering No 





Turning Diameter * —Left 
—Right 


Maximum Horsepower 109 93 100 93 100 








Total Spring Length (Front and Rear , 
“Cushioned Rise”) ¢ 194 in, 171% in. 162 in, 176 in. 182 in. 





Cab Seat Width (Measure of Roominess) [| 57% in. 52% in. 51% in. 47% in. 52% in. 





Windshield Glass Area a 901 sq. in. 713 sq. in. 638 sq. in. 545 sq. in. 713 sq. in. 





onty DODGE sBuitDs 


Vent Wings plus Rear Quarter Windows Yes No No No No 
Aot-Reaa TRUCKS 


* To outsnte of tire (curb clearance) Computed from dats based on tests or computations obtained from usually reliable sources, f All four 
springs. } Measured from produchon models. & Computed trom wndth and depth measurements; no atlowance for contours. 





























—_ 
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00 YEARS of PROGRESS 
in WATER POWER 


UTTER’S sawmill, site of James Ww. 
Marshall’s historic discovery of gold 
on January 24, 1848, was one of the earli- 
est developments of water power in the 
Golden State. California’s early growth 
and prosperity stemmed from this event. 


Today along historic water courses 
that once resounded to the sound of min- 
er’s pick and gold dust cradle and in the 
fertile valleys and coastal plains, i 
Gas and Electric Company is rushing 
completion of a series of construction 
projects which, including gas construc- 
tion, will cost more than $400,000,000. 

will spin giant impulse 
wheels 1 Gas will fire boilers 
to drive steam t produce 1,400,- 
000 new and additional electric horse- 
power. 


Here is long range planning, released 
from wartime restrictions, being 
rushed to reality to match Cal 
new Golden Age of development. 


One of six 33,300 
: 5 pound wat, 
mong y i eat fowatnees ten a rereto 
—_— a _ sod of 12 by 15% foot tunnel wil ieee 
w powerhouse. This new oan 
ww 


UF38X-648 @ capacity of 13. 
a : ) 13,000 h ; 
in por Scone ti agen is scheduled to be 


P-G-endF. paAciric GAs 


AND ELECTRIC COMPANY 
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P. U. R. 
PUBLICATIONS AND SERVICE 


Essential to those interested in the public 
industries, their regulation and allied topi 








PUBLIC UTILITIES 
REPORTS 


The national reporting service, 

containing authentic decisions 

of cogmissions and. courts , 

ee dealing with the problems of 
Annval Subscription utility regulation. Five vol. 
Price umes a year—$7.50 each. 


$43.50 Annual Index—$6. 


PUBLIC UTILITIES 
Fortnightly 


A magazine of current opinion 
and news, conducted as an 
open forum and containing 
discussions of firing-line prob- 
lems; also summaries, anoly- 
ses and explanations of day- 
to-day developments. 


/ Pp 
Uri 


$15 
Twenty-Six 
Issues @ Yeor 








P.U.R. 


Cumulative 


DIGEST 


The only complete and avthorita- 

tive encyclopedia of Public Service 

$162.50 law and Regulation. A life-time 

With Current Digest.; kept up-to-date by annual 
Pocket Parts supplements. 








P.U.R. EXECUTIVE 
Information 
Service 


A Weekly Letter from the Na- 
tion's Capital,. highlighting im- 
portant happenings, trends and 
policies. Reading time: 20 
minutes. 


Quarterly 








FEDERAL UTILITY REGULATION ANNOTATED 


SEC 


A brief and pointed digest of 
the administrative rulings of the 
Securities and Exchange Com- 
mission under the Public Utility 
Holding Company Act. Issued 
twice each month. 


$25: Qvorterly 


Current Services 


FPC 


A brief and pointed digest of 
the administrative rulings of 
the Federt! Power Commission 
under the Federal Power Act 
and the Natural Gas Act. Is- 
sved once each month. 


$36 Annvally 





2 





FEDERAL UTILITY REGULATION ANNOTATED 


VOL. 1 (SEC) 


A tation of the 
Public Suey Holding Company 
Act, with the Commission's rules 
and regulations, full index and 
periodical upkeep supplements. 





Price: $12 


VOL. 2 (FPC) 


A complete annotation of the 
Federal Power Act and the Na- 
tural Gas Act, with the Com- 
mission's rules and regulations, 
full index and periodical up- 
keep supplements. 


SS 


Price: $15.50 








tie P.U.LR. 
Question Sheets 
Twenty-Six Issues Annually $10 


Ten brief questions on up-to-date 
problems, answered by the commis: 


sions and courts. 


An easy way fora 


busy man to keep informed on current 


utility regulation. 





Send for our catalogue describing these and other publications 


PUBLIC UTILITIES REPORTS, inc. 


WASHINGTON 4, D. ¢ 


MUNSEY BUILDING 
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DON'T MISS THIS ““HIT’’ SHOW!: 
Pittshurghs Store Modernization Caravan 





VICE! 


ic 
topi 


Each of the twelve miniature models is 
life-like in every detail. A wide variety of 
businesses are covered, with their indi- 
vidual problems ingeniously resolved. 

If you are interested in new and more 
effective ways of building and lighting 
retai] stores, you'll find the Pittsburgh 


WHEN the Pittsburgh Caravan reaches 
your locality, make sure that you at- 
tend one of its “performances.” 
Here’s a unique store moderni- 
zation and store-lighting show. Two 
truck-driven 26-foot trailers are util- 
ized in the caravan—each trailer con- 


taining six faithfully reproduced scale- 
models, like the one below, showing the 
latest trends in store front and interior 
designs and in modern lighting techniques. 


Caravan well worth seeing. Since the tour 
will last many months, advance publicity 
will inform you when it will reach your 
vicinity. Watch for it. 


“PITTSBURGH 


STORE FRONTS AND INTERIORS 








lp PAINTS « GLASS + CHEMICALS + BRUSHES « PLASTICS 


Ptiers8v ea 6 H PEA TS a sOMPAN Y 
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BOILERS to Meet YOUR Needs 


PRINGFIELD builds boilers in a wide 
variety of sizes and types to meet mod- 

ern utility plant needs. Springfield in- 
stallations include outstanding high pres- 
sure, high temperature designs in large 
central stations as well as smaller units 
for outlying stations and standby service. 


fabrication, and erection of units complete 
with firing, draft, and control equipment 
—all taken under a “Single Responsi- 
bility” contract. We will be glad to submit 
proposals covering your requirements. 
Write to our main office in Springfield, or 
see your nearest Springfield representa- 


Springfield service includes the design, tive. Descriptive literature on request. 


e BENT TUBE BOILERS 

For maximum efficiency in minimum space! 
Carefully balanced Springfield designs built to give 
extra values in performance and dependability. 
Water cooled furnace. Gas flow distributed uniformly 
across width of unit. Dry steam. Minimum superheat 
variation over wide load range. Built in any capa- 
city from 10,000 Ibs. up. 


© STRAIGHT TUBE BOILERS 

A design preferred by many engineers. 
Big overload capacity; quick response to loads. 
High availability; less outage. Every quality feature 
you want in a boiler. Specially designed for cap 
acities to 450,000 Ibs. per hour and higher. Spring 
field patented center water wall construction 
available for large units. 


© TYPE M STANDARDIZED BOILERS 


Standardized for quicker delivery 
...lower cost. 12 sizes to choose from, ranging 
from 6,000 to 17,000 Ibs. per hour. Built 
like a*’BIG PLANT” boiler—for the smaller 
plants! Water-cooled furnaces — all of {Vt 
Springfield's finest quality features. ®) | 8. 


SPRINGFIELD BOILER 


1960 E. Capitol Ave. Springfield, Illinois 


Worldwide Sales and Service 
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Appraisal . Budget . Business Studies - Consulting Engineering * Design & Construction . Financial . Industrial Relations . ; 
Inspection & Expediting . insurance & Pensions . Purchasing « Rates & Pricing - Research . Sales & Marketing » Systems & Methods . Taxes . Traffic 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 














Tue American Appraisat Company 
ORIGINAL COST STUDIES e VALUATIONS « REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








$4 Ford, Hacon & Davis 
58D VALUATIONS Engineers Consravenion 


REPORTS 
NEW YORK © PHILADELPHIA @ CHICAGO @ LOS ANGELES | 














GILBERT ASSOCIATES, Inc. 








ENGINEERS SPECIALISTS 
Steam, Elccwic, Gas, Hydro, POWER ENGINEERING SINCE 1906) p..-issing and Expediting, 
Designs and Construction, Serving Utilities and Industrials Rates, Research, Reports, 


’ Operating Betterments, Personnel Relations, 


Inspections and Surveys, Reading e Philadelphia Original Cost Accounting, 
Feed Water Treatment. Washington e New York Accident Prevention. 
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FREDERIC R. HARRIS, INC. 
FREDERIC R. HARRIS ENGINEERING CORPORATION 


FREDERIC R. HARRIS FREDERICK H. DECHANT 
ENGINEERS 
Reports Designs Management 
NEW YORK 
Atlanta Knoxville Philadelphia San Francisco 








HOOSIER ENGINEERING COMPANY 


_ Erectors of Transmission Lines 
1384 HOLLY AVENUE * COLUMBUS, OHIO 














Jee Kuli aL, \ Coxocraiion 


ENGINEERS ‘ CONSTRUCTORS 


2 Pa 








WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 














NOROTON CONNECTICUT 
aad 
LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 
| 57 WILLIAM STREET _ NEW YORK 





N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 


REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 
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Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 








231 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 








Complete Services for GAS and ELECTRIC Utilities 


“Pritchard © 


DESIGNING * ENGINEERING @ 
PIPING #* EQUIPMENT e 


CONSTRUCTION 
SURVEYS ¢ PLANS 


Addition 


r Pekaael fron 
profitable operation ENGINEERS © 


const RUCTORS © MANUFA 











SANDERSON & PORTER 
ENGINEERS 
AND 
CONSTRUCTORS 


S&P 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 3, Iii. 











E. A. STEINBERGER 


Censsiting Valuation Accountant and Engineer 


Depreciation Studies, Original Cost Accounting. 
Valuations and Unitization of Gas Properties. 


Member 
The National Society of Professional Engineers and The Technical Valuation Society, Inc. 
1309 Liberty Berk Building Dalles 1, Texas 








The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—Appraisals 


Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 
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ALBRIGHT & FRIEL, INC. LUCAS & LUICK 
| FRANCIS S. FRIEL ENGINEERS 
| tee ae neem ett, Br of USNS UPRRsE 
Acity Piannlos. feports. Valuations, Fe: — INVESTIGATIONS, REPORTS, RATES 
| 1528 WALNUT STREET PHILADELPHIA 2 231 S. LaSatie St., Cuicaco 
258 
| 
| BLACK & VEATCH ROBERT T. REGESTER 
es tl CONSULTING ENGINEERS Consulting Engineer 
| Appraisals, investigations and _ re- Hyprau.ic Structures — UTILities 
ports, design and supervision of con- FLoop Contro: — Water Works 
struction of Public Utility Properties 
Baltimore Life Bldg. Baltimore 1, Md. 


4706 BROADWAY KANSAS CITY, MO. 


" 











EARL L. CARTER A. S. SCHULMAN ELectric Co. 


| 5 r Contractors 
— Consulting Engineer Vy D 
REGISTERED IN INDIANA, NEW YORK, OHIO, TRANSMISSION LINES—UNDERGROUND DIsTRI- 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY BUTION — Power STATION — INDUSTRIAL — 
Public Utility Valuations, Reports and COMMERCIAL INSTALLATIONS 
eeeenen Gest. Seger. 537 SouTH Dearsorn Sr. Cuicaco 


910 Electric Building Indianapolis, Ind. 


b W. C. GILMAN & COMPANY SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 











ENGINEERS 120 SOUTH LA SALLE STREET 
_ ood CHICAGO 
FINANCIAL CONSULTANTS Appraisals — Reports 
55 Liberty Street New York Operating — Financial — Plant 











Francis S. HABERLY MANFRED K. TOEPPEN 




















CONSULTING ENGINEER COoNSULTATION—INVESTIGATION—REPORTS 
J Valuation — Depreciation — Service Life MARKET AND MANAGEMENT SuRveYs 
Studies — Comstruction Cost Indexes — VALUATION, —— AND RATE 
Reports 639 South Spring Street, Les Angeles 14, Calif. 
7 122 SourH MICHIGAN AVENUE, CHICAGO 261 Broadway, New York 7, N. Y. 
JACKSON & MORELAND WESTCOTT & MAPES, inc. 
ENGINEERS AND CONSULTANTS ARCHITECTS & ENGINEERS 
DESIGN AND SUPERVISION OF CONSTRUCTION INVESTIGATIONS * REPORTS 
7 MACHINE BEGG RRCIGNGAL SUSLIDANIOUS DESIGN © SUPERVISION 
BOSTON NEW YORK New Haven, Connesticat 








JENSEN, BOWEN & FARRELL | | teorestaton io this Profesional. Director 


may be obtained at very reasonable rates. 







Engineers Kindly address inquiries to: 
Ann Arbor, Michigan ADVERTISING DEPARTMENT 
Appraisals - Investigations - Reports Public Utilities Fortnightly 
in connection with 309 Munsey Building 






reckeoel tations original 4 ‘oui —_ Washington 4, D. C. 
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